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PREFACE 


Tentative experiments in minimum wage regulation 
have been conducted in various countries during 
recent years. With the return of more stable eco- 
nomic conditions," demands will be made for extensions 
of such regulation. Instead of legislation protecting 
workers in a limited number of trades only, claims will 
be pressed for the fixing of minimum wages on a 
national basis. The present volume, which contains 
constructive proposals regarding the essential features 
of a satisfactory minimum wage system, may serve to 
indicate the practical possibilities in tills direction, at the 
same time pointing out limitations and acting as a check 
to demands beyond the capacity of industry to pay. 

The conclusions reached are based on a compre- 
hensive international study of existing legislation and 
practice. For this study I have used the Library of 
the International Labour Office, which contains very 
complete information on the minimum wage systems 
of various countries. I have also had opportunities 
of discussing the special problems of each country with 
competent authorities. My thanks are particularly 
due to Dr. Karl Pribram, Chief of the Statistical 
Section of the International Labour Office, and to 
Mr. J. R. Bellerby for valuable advice and suggestions. 

„ J. H. R. 

Geneva, 

November 1926. 
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A STUDY ON 

THE MINIMUM WAGE 


CHAPTER I 
INTRODUCTION 

Recognition of the importance of social justice in 
labour conditions is a modern development. Under 
the feudal system conditions of labour were deter- 
mined by status rather than by contract. The 
operation of the law of demand and supply was 
subject to considerable modification owing to the 
force of custom and the immobility of labour. Con- 
ditions were often regulated by law, but little thought 
was given to the welfare of the workers. 

With the development of the modern industrial 
system in the eighteenth century and the adoption of 
laissez-faire principles, freedom of contract began to 
replace status and custom. Although the influence of 
custom persisted to some extent, and still serves to 
explain certain anomahes, especially as to the relation 
between the levels of wages in different trades, the 
law of demand and supply came to play a predominant 
part 1 " in determining conditions of labour. Any inter- 
ference with free contract was considered economically 
unsound. 

After a time, however, it became evident that 
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unrestrained competition led to intolerable evils. 
Excessive hours of labour, low wages, industrial 
accidents, and occupational diseases v ere among the 
consequences of the laissez-faire policy. From fhe 
middle of the nineteenth century workers’ organisa- 
tions developed, and these were able to secure improve- 
ments by means of collective agreements. Large 
numbers of workers, however, remained*' unorganised. 
These included women, juvenile workers, and also 
adult male workers in certain occupations, including 
homework trades. Attempts were made to organise 
such groups, but with little success. 

The growth of public dissatisfaction v ith the conse- 
quences of an unrestricted policy of free competition 
led to demands for Government interference. Legis- 
lation for the protection of the workers became a 
necessity. By factory and other labour legislation, 
endeavours have been made to safeguard the workers 
against industrial accidents and diseases ; excessive 
hours of labour have been prohibited and insurance 
schemes introduced to provide accident, sickness, and 
unemployment benefits. Many laws have been passed 
specially for the protection of women and children 
against the worst forms of exploitation. 

The importance of securing improvements in labour 
conditions by legislative action was fully appreciated 
at Versailles by the authors of the Treaty of Peace. 
Recognising that the peace and harmony of the world 
are imperilled by the existence of hardship, injustice, 
and privation resulting from unsatisfactory conditions 
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of labour^ they set up the International Labour Organi- 
sation to assist in the maintenance of universal peace 
by establishing social justice for the workers. This 
organisation has, in fact, provided an effective stimulus 
to progress in labour legislation throughout a large 
part of the world, and has secured co-ordination 
and uniformity in the measures adopted in various 
countries. 

In many countries, even in those with advanced 
labour legislation, minimum wage regulation has re- 
ceived little or no attention. Improvement in conditions 
of labour is, however, incomplete, and its value may 
be diminished unless steps are taken to secure to the 
workers the payment of a wage “ adequate to maintain 
a reasonable standard of life.” The benefits resulting 
from an increase in the amount of spare time which 
the worker has at his disposal in consequence of a 
diminution in the hours of labour are reduced if accom- 
panied by a fall in wages which impairs his standard 
of living. More generally, if the cost of improving 
labour conditions is borne by the workers in terms of 
lower wages, then the progress effected may be more 
apparent than real. For general progress to be assured, 
therefore, a programme of labour legislation should 
include proposals for securing to the workers a reason- 
able minimum wage. 

There is no essential difference in principle between 
fixing a minimum wage and fixing maximum hours of 
labour. Such limitations are among the rules regu- 
lating the conduct of industry, and a country which 
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introduces any form of labour legislation has. accepted 
the underlying principle involved. In no country is 
a complete lais.sez-faire attitude now adopted with 
regard to conditions of labour, and if the principle of 
interference is admitted, there is no logical rea ion for 
not dealing with the problem of wages 

Evidently m determining the rules according to 
which industry shall be conducted It is necessary to 
avoid imposing conditions which industry is unable 
to support. In the case of wages the difficulty lies m 
determining a minimum which safeguards the worker 
against privation, and which at the same time is 
within the capacity of industry to pay. Also, not 
only must the minimum be a practicable one, but a 
system of distribution must be retained which will give 
to workers with special skill a return sufficient to call 
forth an adequate supply of such labour, and will 
maintain the necessary supplies of capital, manage- 
ment, and other agents of production. Therein lies 
the real problem, one of the most difficult in the 
whole field of industry. 

In attempting to find a solution, the chief factors to 
be considered are those affecting the capacity of 
industry to pay and those affecting the groups of 
workers for which wages are to be fixed. Improve- 
ment in the wages of the lowest paid grades of workers 
may be secured by an increase in the capacity of 
industry to pay, whether this be due to the introduc- 
tion of more productive methods of manufacture or to 
an increase in the efficiency of the workers, it may 
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also be effected by protecting the workers against 
exploitation and securing to them the highest wages 
that industry can afford to pay. In this connection 
the breaking down of traditional influences affecting 
adversely the wages of certain groups of workers is of 
importance. Thus the wages of women are often 
unduly low, partly on account of the limited field of 
labour hitherto open to them, and partly because 
many women have been willing to work for little 
remuneration as they were being maintained by the 
earnings of others. 

During comparatively recent years, progress towards 
a solution of the problem has been made in certain 
countries by the adoption of various forms of minimum 
wage legislation. 1 The first minimum wage law was 
the New Zealand Industrial, Conciliation and Arbitral 
tion Act of 1894, and subsequently the minimum wage 
principle has been widely adopted in English-speaking 
countries : Australia, Great Britain, the United States 
of America, 2 Canada, and South Africa. Other countries 
have applied the principle on a small scale, namely, 


1 An excellent critical survey of the minimum wage systems 
of different countries is given in Wages and the State , by Mrs, 
E. M. Burns, London, 1926. The present volume, based on 
independent original research, is similar m scope, but the 
method of treatment differs. 

2 The effectiveness of minimum wage legislation in the 
United States has been seriously impaired by recent decisions 
of the Supreme Court declaring the minimum wage laws of 
the District of Columbia and the State of Arizona to be 
unconstitutional. 
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France, Germany, Austria, Czechoslovakia-, Norway, 
Hungary, the Argentine Republic, and Uruguay 

An examination of the minimum wage laws m force 
in these countries shows that in many cases only the 
fringe of the problem is being touched. Home laws 
are limited to special groups of workeis, e.g home- 
workers, female workers, agricultural woikers liven 
in Great Britain the legislation applies Co vt orkcis in a 
limited number of trades, and for these the minimum 
rates are fixed independently by separate boards. 
The consequence is that unwarranted differences in 
rates may occur. Only in New Zealand and in certain 
Australian States have attempts been made to grapple 
with the whole problem. 

Instead of legislation limited to a few trades, a 
system of general application is required. The writer 
is of opinion that as basis of the wage system of each 
country national minimum wages should be fixed . 1 
These would, constitute a standard below which no 
worker of ordinary ability should fall. They would 
provide the most effective means of preventing priva- 
tion and misery. In considering the basis to be 
adopted in determining the national minima, an 
attempt is made below to reconcile the apparently 
conflicting principles of the living wage and the capacity 
of industry to pay. 

1 In a country with several distinct economic regions, it 
might be necessary to adopt a regional instoad of a national 
basis. Also different minima might be required for industrial 
and agricultural workers. 
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The family allowance system has often been advo- 
cated as a means of improving the welfare of the 
workers and their families. Therefore, this system 
must be examined in any study of minimum wage 
problems. The writer considers that, as a general rule, 
the adjustment of needs to income is preferable to the 
family allowance system of adjusting income to needs. 
However, in order to prevent misery, the family 
allowance system could, with advantage, be applied in 
occupations where wages are below the level considered 
reasonable in relation to the general standard of living 
of the community. 

Among other problems which it has been necessary 
to discuss is that of the effect of international com- 
petition on the minimum wage standards of different 
countries. The standards of one nation may be 
undermined by the competition of others. To prevent 
this it is not necessary to attempt to secure the 
adoption of a uniform international minimum wage. 
Also such a solution is impracticable in view of existing 
differences in the levels of real wages in the various 
countries. What is required in order that progress in 
raising the minimum standards of any one country 
shall not be impeded is that other countries, on the 
basis of their own standards, shall advance at about 
the same rate. 
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OBJECTS OE MINIMUM WAGE LEGISLATION 

The objects of minimum wage legislation are various, 
and the basis on which rates are fixed, as well as the 
administrative machinery required, differs according 
to the purpose in view. One of the chief objects 
is the prevention of sweating The development of 
organisation among the workers is sometimes men- 
tioned as an indirect object of minimum wage legis- 
lation. A third object is the promotion of industrial 
peace. 

Prevention of Sweating. 

| The most important purpose of minimum wage 
legislation is the raising of wages in industries where 
payment is unduly low. Such low payment may be 
the result of economic depression in the industry, 
inefficient organisation of production, inefficiency -of 
the workers, or exploitation of labour. The economic 
conditions of industry are outside the control of 
minimum wage machinery. However, where an in- 
dustry is in a state of permanent depression or, as a 
result of overcrowding, is unable to pay reasonable 
wages to all those seeking employment, the fixing of 
minimum wages at a reasonable level in relation to 
wages in other industries will hasten the transfer of 
workers to other employment, and thus lead to a 
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better distribution of workers among the different 
industries. Such improved distribution would be 
secured by fixing general basic minima applicable to 
all industries. 

Where low wages are due to inefficient organisation 
of production, any improvement which may result 
from the fixing off minimum wages is indirect. If it 
is possible to obtain workers at low wages, some em- 
ployers will be careless in their use of labour. They 
will rely for their profits on a policy of employing a 
large number of workers under unsatisfactory con- 
ditions with antiquated machinery. If labour costs 
are high, greater attention will be devoted to the 
efficient organisation of the working force, since 
waste in this respect would mean heavy loss. The 
“economy” of high wages i$, thus likely to have 
favourable reactions on efficiency of management. 1 
This in turn facihtates the payment of high 
wages. 

1 In The Secret of High Wages, by Bertram Austin and 
WS Francis Lloyd, London, 1926, the conclusion is reached 
that “ High wages, are -an- index of efficiency. Examples of 
enterprises are available m some of which wages are low, and 
m others wages are high. A careful examination into their 
condition cannot but reveal the truth that low wages are 
accompanied by low efficiency, and high wages with good' 
efficiency.” 

^Hamilton and May, in The Control of Wages, also make 
out a strong case for the payment of high wages, which they 
consider dependent largely on efficiency of management. 

Estimates of the amount of waste in industry are given in 
the Report of the Committee on Elimination of Waste in 
Industry appointed by the Federated American Engineering 
Societies , New York, 1921. 
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The causes of inefficiency of the workers include 
lack of training and education, physical or mental 
defects, and poverty. The provision of facilities for 
education and vocational training falls outside the 
special field of activity of wage-fixing bodies. Workers 
suffering from physical or mental defect would find 
difficulty in securing employment if employers were 
required to pay the same wage rate to them as to 
workers of ordinary ability. Therefore a number of 
minimum wage laws make provision for the fixing 
of lower rates for handicapped than for ordinary 
workers. These provisions are examined in a later 
chapter. As regards poverty, minimum wage machin- 
ery is concerned mainly with the wage element on 
the income side of the worker's budget. It was seen 
above that the wage may be unduly low owing to 
depression in the industry. Such a wage may also 
be the result of exploitation. 

Exploitation of labour may be defined as taking 
advantage of the inferior bargaining power of the 
workers to pay them a lower wage than that justified 
by the economic value of their work. But the worker's 
productive capacity is impaired by wages insufficient 
for reasonable subsistence, and this evil tends to be 
perpetuated owing to the impossibility of supplying 
the needs of his children. Consequently exploitation 
may cause the productive capacity of the worker 
to fall to the level of the wage paid. It is on© of the 
objects of minimum wage machinery to prevent 
exploitation and to endeavour to restore the efficiency 
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of workers whose productive capacity has been reduced 
by exploitation. 

To prevent the payment of wages lower than the 
economic value of the work done is comparatively 
easy. Such exploitation is mainly the result of weak- 
ness in bargaining power on the part of the workers. 
Minimum wage machinery, by establishing greater 
equality of bargaining power, can ensure the payment 
of a wage which corresponds closely with the productive 
capacity of the worker. In doing so there is no danger 
of causing unemployment, since the worker is worth 
the wage fixed. Where exploitation has impaired 
the productive capacity of the workers, the problem 
is more difficult. To raise wages considerably would 
endanger their employment. Therefore, wages must 
be improved gradually, particularly when trade is 
prosperous. The increases in wages will be likely to 
result in an increase in the efficiency of the workers, 
and also in that of the workers of the future through 
improvement in the health and welfare of the children. 
It* will thus have a beneficial effect on production, 
which will be, within limits, cumulative. Where 
this result is obtained, the increase in wages will in- 
volve no ultimate burden either on the employers or 
the consumers of the goods produced, but will be 
covered by the increased productivity of the workers 
themselves. 

The importance of preventing exploitation is in- 
creased by the fact that, if certain employers exploit 
their workers, competition makes it difficult for other 
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employers to maintain fair wages. As has been seen 
above, a policy of cutting wage rates tends to divert 
attention from the securing of profits by means of 
efficient organisation to the attaining of this end at 
the expense of labour, and in most industries there are 
some employers who find this policy the easier course . 1 
It is evidently an advantage to employers who desire 
to pay a fair wage if such a practice be prevented. 

From the point of view of these employers interest 
centres not on the establishment of general minima 
applicable to all industries, but on the fixing within 
any given industry of minimum scales of wages for 
the different grades of workers. The problem is one 
of wage standardisation, the essential feature being 
that for each grade a minimum should be fixed 
below which no establishment would be allowed to 
\ fall . 2 

Wage standardisation is of interest also to the 

1 Thus, with regard to Ontario, it is staled in the Third 
Annual Report of the Minimum Wage, Board , 3 923, p, 3: 
“ We have found no 4 sweated ’ trades, but we have found 
4 sweated * plants m practically every trade. In sonic trades 
there are very few such plants. In other trades there are 
more, and no trade is without at least one or two.” 

2 The fixing of minimum wages docs not imply complete 

standardisation, smeo employers and workers arc free to 
agree on higher wages, and consequently variations are likely 
to be found. In so far, however, as the minima are effective, 
i.e. are actually paid in a number of establishments, a measure 
of standardisation is introduced. a 

Where various grades of skilled workers arc concerned, the 
problem ceases to be one of preventing sweating in the sense 
in which the term is commonly understood, i.o. including 
privation resulting from low wages. 
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workers quite apart from the prevention of poverty. 
In many industries there is a high degree of stan- 
dardisation of productive processes It is evidently 
unsatisfactory if workers performing similar work 
under similar conditions receive different rates of 
remuneration, rates varying according to the relative 
bargaining power- of „the workers and employers, or 
the profitableness of different undertakings . 1 In other 
words, the problem is that of applying the principle of 
“^qual pay for equal work.” 

* Somewhat similar is the idea of ensuring a given 
minimum to piece-rate workers. The earnings of 
such workers may sometimes fall to an exceptionally 
low level owing to circumstances outside their control. 
The mining industry furnishes typical examples. 
Thus, a coal-hewer, who is generally paid according 
to the number of tons he extracts, may during certain 
periods extract only a small quantity of coal owing 
to difficulties encountered in the place where he is 
working. In consequence the earmngs to which he 
is entitled at ruling piece rates may be low. The work 
he has done, perhaps of a preparatory character, 
may, however, be of equal value to that of a worker 
who, on account of the facility of extraction at the 
face where he has been working, has a large quantity 
of coal to his credit. There are various ways of 

1 The demand of the coal -miners m Great Britain in 1921, 
and subsequently, for a national instead of a district agree- 
ment is in part based on the principle that similar work m 
different districts should be paid for at similar rates. 
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making allowance for difficult workings/ and amongst 
these perhaps the most satisfactory is to guarantee 
a minimum time wage. The demand for such a 
minimum, as a protection to miners working m abnor- 
mal places, played a considerable part m the agitation 
which preceded the adoption of the Coal Mines (Mini- 
mum Wage) Act of 1912 in Great Britain, although 
other arguments were also used, including that for a 
living wage. 1 2 


Development of Organisation. 

The payment of unduly low wages, especially 
where caused by the cutting of rates by certain em- 
ployers, could be largely prevented by means of 
organised action on the part of the workers. A strong 
trade union would be able to prevent wages in indi- 
vidual establishments from falling considerably below 
the general level, and would also be able to secure the 
highest rates which the industry could bear. 3 This 

1 For example, when determining wag© rates for work m 
any given place, account may be taken, of its special conditions, 
but consideration of this kind is largely dependent on the 
sympathy and good will of the manager. 

2 Another argument used for a general minimum time 
wage for -underground workers was that, if a worker jh justified 
m claiming a minimum time wage while working under abnor- 
mal natural conditions, he is equally justified m demanding 
a minimum time wage if his earnmgs are low owing to faulty 
management (e.g. lack of tubs). For the effects of the Act 
see H, S. Jevons, The British Coed Trade , p. 599 ; also 
J. W. F. Rowe, Wages m the Coal Industry , p. 110. 

3 See H. Clay, “ The Post-war Wages Problem ” a paper read 
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is to a large extent true, but it is frequently in those 
industries in which the workers are badly organised 
that the level of wages is unduly low, and that in 
certain establishments serious exploitation is found. 
It is to protect unorganised or badly organised workers 
that the minimum wage principle has been applied 
in certain countries. The fixing of wages by machinery 
established by law is regarded as necessary while 
the workers remain badly organised, but if trade union 
organisation should develop sufficiently, the applica- 
tion of the law would be suspended, and wages 
determined by the ordinary process of collective 
bargaining. 

The principle of State interference only in cases where 
wages cannot be regulated adequately by collective 
agreement is given recognition in the minimum wage 
laws of a number of countries, including Austria, 
Czechoslovakia, Germany, and Norway. In Great 
Britain the Minister of Labour has power to withdraw 
any trade from the operation of the Trade Boards 
Acts if organisation becomes adequate for the effective 
regulation of wages. 

In Australasia the development of organisation 

before Section F of the British Association, Liverpool, Sep- 
tember 1923, printed m the Economic Journal, March 1924, 
p. 6 : “ An organised trade is likely to secure a higher rate 
than an unorganised one would m circumstances otherwise 
similar ; standard rates will have a wider authority and be 
more uniformly observed where the organisation extends 
over the whole of a trade and is not confined to a few favoured 
districts. Organisation is a condition of obtaining the highest 
wage that the trade at any moment will bear.” 
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among workers and employers has been encouraged 
by various laws establishing wage-fixing machinery. 
Thus in New Zealand the Industrial Conciliation and 
Arbitration Act of 1894 and its amending Acts have 
provided a stimulus to the growth of organisations. 
Neither the individual workman nor the individual 
employer is recognised under the law, except in so 
far as he is a member of a registered union, and disputes 
can be brought before the Councils of Conciliation or 
the Court of Arbitration only by registered unions of 
workers or associations of employers. Tn this case, 
however, as in similar cases in Australian States, the 
object was not so much to secure the development 
of organisation so that wages might be regulated 
satisfactorily by collective agreement as to ensure the 
regular working of the arbitration system for settling 
disputes. 

The Trade Boards system is sometimes regarded as 
a means of stimulating the development of organisa- 
tion. Boards composed of an equal number of repre- 
sentatives of employers and of workers, together with 
one or more disinterested persons, are set up in each 
trade. Where a proportion of employers or workers 
in a trade are organised, these are invited to nomi- 
nate representatives. The number of workers 5 or 
of employers 5 representatives thus nominated often 
bears the same proportion to the total number of 
workers 5 or employers 5 representatives as the number 
of organised workers or employers in the trade bears 
to the total number of workers or employees in the 



OBJECTS OF MINIMUM WAGE LEGISLATION 25 

trade. Members representing unorganised workers or 
employers are selected by the Government department 
responsible for the administration of the legislation. 
It is considered that the right to make nominations 
according to the membership of the organisation, 
and the greater influence on the board of a representa- 
tive of an organisation than of a member representing 
unorganised workers or employers, will lead to a 
development of organisation. On the other hand, 
the argument is advanced that the chief purpose of a 
Trade Union is the improvement of wages and other 
conditions of labour, and that this constitutes the 
'main reason for workers joining the unions. If 
minimum wage machinery set up by law be effective 
'in improving conditions, many workers may consider 
it unnecessary to join an organisation. 

In practice the development of organisation does 
not appear to have been seriously considered as an 
object of minimum wage legislation. Any effects 
are therefore indirect. The information available 
leads to the conclusion that, although the setting up 
of minimum wage fixing machinery has led in certain 
cases to a strengthening of the organisation of workers 
and employers, the improvement has been small. This 
is largely because minimum wage machinery has often 
been established in trades in which organisation is 
difficult, especially on the workers’ side The develop- 
ment of strong organisations is especially hard to 
effect among homeworkers and workers in small scale 
undertakings. Also difficulties have been encountered 
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in organising women workers in certain trades , 1 
In such cases the growth of strong organisations of 
workers is unlikely, and the need for minimum wage 
regulation may be regarded as of a permanent rather 
than of a transitional character. 

Promotion of Industrial Peace* 

In industries with powerful organisations of cm-, 
ployers and workers, wages can usually be regulated, 
more or less satisfactorily, by collective agreement , 
However, agreement is not always possible, and dispute* i 
may result in a cessation of work, causing serious ? 
dislocation in the economic life of the community. In 
certain countries laws have been passed for the pur* 
pose of removing this danger. One method is to 
make strikes and lockouts illegal. The prohibition of|> ! 
strikes takes away one of the weapons of the workers! 
for improving their conditions. When, therefore, the 
State adopts this course, it must provide a satis- 
factory alternative system of wage regulation, fhe 
system employed is generally that of arbitration. 
Where arbitration machinery is established , disputes 
involving wage issues call for the fixing of minimum 
rates of wages for different categories of workers by 
an arbitrator, or an Arbitration Court. 

1 About 70 per cent, of workers under the British Trade 
Boards Acts are women. In the United States and Canada 
the minimum wage principle has been applied almost entirely 
to women workers, while in various countries of continental 
Europe the minimum wage system has been adopted for 
homeworkers only. 
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In Australia and New Zealand one of the main 
objects of minimum wage regulation is the prevention 
of industrial disputes. The Arbitration Courts are 
often less concerned with low-paid, unorganised 
workers than with various grades of strongly organised 
workers. In order that similar awards may be given 
in similar disputes an Arbitration Court must adopt 
general principles of wage regulation. These principles 
have often been applied by employers and workers 
in their own direct negotiations, and have facilitated 
the reaching of agreement without recourse to the 
court. 

To sum up, minimum wage fixing machinery, by 
preventing undue differences between the minimum 
rates of wages for work of similar difficulty in different 
industries, facilitates the most satisfactory distribu- 
tion of workers. At the same time poverty resulting 
from unduly low wages in industries seriously over- 
crowded or permanently depressed is avoided. The 
fixing of minimum rates of wages may also prevent 
exploitation of workers. Reactions on the efficiency 
of the workers and on the efficiency of productive 
organisation are important. The establishment of 
certain types of minimum wage fixing machinery 
may lead to the growth of workers’ unions and em- 
ployers’ associations ; however, no very marked 
development is to be anticipated. Arbitration Courts 
fox’ the settlement of disputes are mainly concerned 
with the making of awards for well- organised workers. 
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From the foregoing It is evident that for a complete 
system of minimum wage regulation two kinds of 
minimum wages should be fixed* (1) minima to 
prevent sweating among the lowest paid groups of 
workers in the community; (2) minima for higher 
paid groups of workers In the present study, although 
reference is made to both types of minima and to each 
of the objects indicated above, attention is directed 
especially to the problem of fixing minima to protect 
the lowest paid groups of workers. With this main 
object in view, the various bases on which minimum 
wages may be fixed are now examined. 



CHAPTER III 


BASES ADOPTED IN DIFFERENT COUNTRIES 

Minimum wage laws differ considerably with regard 
to the bases or criteria adopted for fixing the wage 
rates. The basis on which the rates are fixed is of 
primary importance where the object is to prevent 
sweating, or to promote industrial peace. If the 
purpose of a law be to stimulate the growth of organisa- 
tion, and thus prepare the way for the satisfactory 
regulation of wages by the ordinary processes of 
collective bargaining, the basis on which the wages are 
fixed is of less importance than the machinery for 
fixing The basis is also of secondary importance 
where the object is to prevent unfair competition 
between employers, as here the essential condition is 
the standardisation of rates. 

For the prevention of sweating, certain laws make 
provision for the fixing of an adequate living wage ; 
others base the minimum rates for one group of 
workers on the wages paid to other groups, while 
some laws give no indication as to the rates that 
should be paid, but merely provide for the setting 
up of machinery for fixing minimum rates. In the 
last case, wage fixing authorities are free to fix the 

m 

rates on whatever basis they consider most satisfactory. 
In. practice, authorities either adopt one of the bases 
already mentioned or attempt to secure the highest 
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wage that the industry under consideration can afford 
to pay Where the object is to promote industrial 
peace, the living wage principle is generally accepted, 
at least nominally. But the rigid application of this 
principle alone may fail to lead to a settlement in any 
given dispute. Therefore, in practice, it has been 
found necessary to introduce further principles, c.g. 
the capacity of industry to pay. 1 

There are thus three main bases for fixing minimum 
wages . 

1. The relation to the wages of other categories of 

workers ; 

2. The living wage ; 

3. The capacity of industry to pay. 

Under these headings the present chapter surveys 
the bases adopted in the legislation of various countries. 
Certain laws, in which more than one basis is indicated, 
are classified according to the chief basis. 

Relation to the Wages of Other Categories of 
Workers . 2 

Minimum wages for a given category of workers 
may be fixed in relation to the wages of workers in 

1 Mr. Justice Higgins, President of the Australian Common- 
wealth Court of Arbitration, in declaring an award, emphasised 
that an Arbitration Court has primarily to settle disputes, and 
said : “If I cannot manage to keep the wheels of industry 
moving except by awarding less or more than the ideal mini- 
mum, I might be justified in making such an award,” 

3 The fair-wage clause, which, in many countries, forms’^ 
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allied trades, or to the average wages paid in a large 
number of other industries. The standard in the 
first case is limited to the wages paid in a few similar 
trades, while, in the second, the general level of wages 
in the district or country is taken as basis. 

In France, under the Homework Act of 1915, the 
minimum rates of female homeworkers in the clothing 
trades are based on the earnings of factory workers 
making similar articles. In Norway the Homework 
Act of 1918 provides that the minimum rates of home- 
workers in the trades covered shall be fixed in relation 
to wages current in the locality for similar work 
done in factories, or in relation to the wages of home- 
workers in other trades. It is further provided that 
the minimum rates are to be fixed in such relation to 
wages in workshops and factories that homework 
shall not be displaced. 1 The German Homework Act 
of 1923 follows similar lines. 

Where minimum wages are determined in relation 
to the rates paid to workers in the same or allied 
trades they are generally fixed at a level which differs 
little, if at all, from those rates. For homeworkers 
engaged on piece-work there is no reason why, other 
things being equal, their piece rates should differ 

part of the provisions of public contracts, often stipulates 
that the wages paid by contractors shall not be less than the 
standard, trade union, or other fair rate paid in the district 
in which the contract w-ork is performed. In some cases the 
wages are not to be below those paid by good or reputable 
employers. 

1 This implies a consideration of capacity to pay. 
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from those paid to factory workers who make similar 
articles. On the market the articles will sell for 
the same price, whether they are made by homeworkers 
or factory workers. In such cases the principle of 
“ equal pay for equal work 55 should apply. Where 
other things are not equal, e g. where the cost of 
distribution and control of work in respect of home- 
workers exceeds that of factory workers, or where 
the quality of the work differs, allowance may be 
necessary. Thus, in Great Britain and in Norway, 
the wages of homeworkers have been fixed, in certain 
cases, slightly below those of factory workers. 

A Icvellmg-up of wages in some branches of a trade 
to those paid in other branches or in allied trades may 
lead to little improvement. Workers in the whole 
group of allied trades under consideration may be in 
receipt of wages well below those paid to similar 
grades of workers in most other industries. Their 
relatively unsatisfactory situation may be a conse- 
quence of the economic condition of the industry or 
the result of exploitation. In either case it is desirable 
to consider the relation between the wages paid in 
any one industry and the general level of wages. 

Where minimum rates are to be fixed in relation to 
the general level of wages paid to workers of corre- 
sponding skill in different industries, it is necessary 
first to determine the general or average levej. The 
average of wages paid in a number of industries would 
generally be unsatisfactory as the minimum rate for a 
given industry. The average is based on a range of 
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wages in different industries and establishments, 
some of which are below, and some above, the average 
level. Apart from special conditions, the minimum 
for a given industry must be below the general average, 
e.g 80 per cent, of the average. 

Two main reasons may be distinguished for fixing 
the minimum yrage of a given group of workers in 
relation to the wages paid to other workers. First, 
differences in standards of living are reduced by 
raising the wages of the group under consideration 
mgre nearly to those of other groups of workers. 
In any community, one of the chief tests of the ade- 
quacy or inadequacy of the wages of a given group of 
workers is comparison with those of other groups, and 
if extreme differences are avoided the public conscience 
is usually satisfied. The second reason is that if a 
number of industries or establishments can afford 
to pay a given rate of wages, then others may reason- 
ably be called on to pay wages which are not widely 
divergent from them At the basis x therefore, of ,the 
method of fixing the wages of certain groups of workers 
in relation to those of other groups is either the standard 
of living principle or that of capacity to pay. 

The Living Wage Basis. 

In New Zealand, most of the Australian States, 
and in a number of States or Provinces in the United 
States and in Canada, the living wage, defined in 

various terms, is taken as the basis on which mini-* 

c 
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mum wages are fixed. In certain laws references to 
the living wage are accompanied by qualifications 
which may undermine or destroy their value. For 
example, the Massachusetts Minimum Wage Act 
provides that the financial condition of the occupation, 
as well as the needs of the workers, shall be taken 
into consideration in fixing minimum rates. Such 
laws are dealt with later under the heading of the 
Capacity of Industry to Pay. 

In New Zealand the law specifies no basis, but, in 
practice, in making an award the Arbitration Court 
takes into account the economic and financial condi- 
tions affecting trade and industry, and all other 
relevant circumstances, but will in no case “ reduce 
wages below a fair standard of living wage.” The 
basic principle is, therefore, that of the living wage. 

The Australian Commonwealth Arbitration Court 
has played an important part in the development of 
principles for the fixing of minimum wages. Although 
not laid down in the statute which set up the Court, 
the living wage basis has, in practice, been adopted. 
The Court makes its awards for unskilled adult male 
workers in accordance with the requirements, in a 
civilised community, of a man with wife and three 
children. The basic rate thus determined must be 
paid regardless of the effects on an individual industry 
or establishment. The condition of the industry may, 
on the other hand, affect “ secondary minima,” i.e. 
the higher wages to be paid to skilled workers. 

In the State of South Australia the Industrial 
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Arbitration Act, 1912, provides that a living wage 
shall be fixed “ sufficient for the normal and reason- 
able needs of the average employee living in the locality 
where the work under consideration is done or is to 
be done. 59 By the Western Australian Industrial 
Arbitration Act, 1912, the wages fixed shall be suffi- 
cient “ to enable the average worker to whom it 
applies to live in reasonable comfort, having regard, 
to any domestic obligations to which such average 
workman would be ordinarily subject.” The NTew 
South Wales law defines the “ domestic obligations ” 
to be taken into consideration in fixing the wages of 
adult male workers. The Industrial Commission is 
charged with the duty of declaring at regular intervals 
the cost of living for a man with wife and two children 
under fourteen years of age, and this amount becomes 
the basic rate for adult male workers. The wage is 
based on the requirements of the worker and his family 
as members of a civilised community which has resolved, 
so far as the law can do it, that competition shall not 
be allowed to lead to sweated conditions The mini- 
mum wage for adult female workers is based on the 
requirements of a woman maintaining herself by means 
of her work, but without dependants 

The Queensland Industrial Arbitration Act of 1916 
gives special indications as to the basis to be considered 
by the Board of Trade and Arbitration in fixing wages. 
“ The minimum wages of an adult male employee shall 
be* not less than is sufficient to maintain a well- 
conducted employee of average health, strength, and 
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competence, and his wife and a family of three children 
in a fair and average standard of comfort, having 
regard to the conditions of living prevailing among 
employees in the calling in respect of which such 
minimum wage is fixed, and provided that in ,fixing 
such minimum wage the earnings, of the children or 
wife of such employee shall not be taken into account/" 
The' qualification cc having regard to the conditions 
of living prevailing in the calling 5J is also added with 
regard to the wages of adult female employees. The 
conditions of living of workers in any trade are deter- 
mined mainly by the wages paid in that trade. There- 
fore, the minimum rates arc to be fixed on the basis 
of the wages paid in the trade prior to the fixing of 
such rates. Wages in the trade are not necessarily 
adequate to provide a standard of living which would 
be considered satisfactory in relation to the general 
standards of the community as a whole. They need 
not even be equal to the capacity of the industry to 
pay, but merely what the industry is actually paying . 1 

In the United States, in most States w T hich have 
passed minimum wage laws, the legislation provides, 
with slight variations in phraseology, that the mini- 
mum rates fixed must be adequate to supply the workers 
with the necessary cost of living, and to maintain their 

1 In practice a given sum (£4 5s. per week in August 1924) 
has been declared as the minimum weekly wage for unskilled 
workers in normal industries of average prosperity. The 
right is reserved to fix lower minima m industries unable to 
sustain that rate, and higher minima in industries more 
prosperous than the average. 
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health and welfare. In Minnesota the wage must be 
sufficient to provide the necessary comforts and con- 
ditions of a reasonable life . 1 The bodies charged with 
the determination of minimum rates generally take as 
a basis budgets of commodities which are considered 
necessary for maintenance of health and welfare. In 
some cases rates Jhave, been fixed below the amount 
necessary to purchase the budget. This has been 
because, although the wage-fixing body considered the 
rates inadequate, it seemed impossible to get employers 
to agree to the wage regarded by the fixing authority 
as adequate . 2 

In most of the Provinces of Canada which have 
passed minimum wage laws the rates fixed must be 
adequate to supply the necessary cost of living. 

In both the United States and Canada, where mini- 
mum wage laws apply mainly to women, the living 
wage for experienced workers is fixed at the amount 
considered necessary for a worker supporting herself 
but without dependants. 

Capacity op Industry to Pay. 

It has been seen that where minimum rates are to 
be fixed in relation to the wages of other groups of 

1 Reference has already been made to the Massachusetts 
law under which account must be taken of the financial 
condition of the occupation. 

2 United States Department of Labor, Bureau of Labor 
Statistics, Bulletin 369 : The Use of Cost of Limng Figures 
%n Wage Adjustments , by Elma B. Carr, Washington, May 
1925, pp. 156-99. 
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workers, the purpose may be to ensure that the rates 
are within the capacity of industry to pay. Some 
minimum wage laws specifically state that, in fixing 
the minimum rates, account must be taken of the 
capacity of industry to pay. Thus, by the Massa- 
chusetts Minimum Wage Act, the Trade Boards which 
recommend the rates to be fixed for different categories 
of workers arc directed to take into consideration not 
only the needs of the workers, but also “ the financial 
condition of the occupation and the probable effect 
thereon of any increase of wages paid.” In applying 
this Act the dominant factor has been the living 
wage principle, although, especially in times of de- 
pressed trade, wages below those considered necessary 
to supply essential requirements have been fixed in 
certain industries which were believed unable to pay 
the living wage. 1 

The British Trade Boards Acts give no guidance 
to the Boards as to the basis they should adopt when 
fixing minimum rates. 2 Consequently when, in lf)22, 
the Cave Committee made its enquiry into the working 
and effects of the Acts, considerable diversity was 
found. In its report the Committee state that some 
boards had taken account only of the cost of living, 
while others had taken into consideration the value 

1 United States Department of Labor, Bureau of Labor 
Statistics, Bulletin No. 285, Minimum Wage Law$ r of the 
United States : Construction and Operation , p. 12 L 

a This is true also of the Austrian and Czechoslovakian 
Homework Acts, and of the minimum wage laws of one or 
two States m the United States and Provinces in Canada. 
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of the work done, and the charge which the trade 
could bear. “ In one case we are informed that the 
minimum was taken to be the lowest wage payable 
to the least skilled worker in the cheapest living area 
covered by the rate ; while in another it was defined 
as a wage sufficient to provide a young woman of 
eighteen with means sufficient to enable her to main- 
tam herself without assistance, and to enable a man 
of twenty-one to contemplate marriage. 55 1 

When the Cave Committee framed its recommenda- 
tions, it proposed that the Trade Boards System should 
be directed “ to give protection to the workers in 
each trade by securing to them at least a wage which 
approximates to the subsistence level in the place 
in which they live and which the trade can bear. 55 
There was thus, as in the Massachusetts Act, an 
attempt to combine the principle of the living wage 
and that of the capacity of industry to pay The 
wage which a given trade can bear may, however, be 
lower than that which would be recognised as a sub- 
sistence wage. 

The British Agricultural Wages Act of 1924 recog- 
nises the living wage principle. The Committees set 
up under the Act are charged with the duty of securing, 
as far as practicable, for able-bodied men such wages 
as are adequate to promote efficiency and to enable 
a man to maintain himself and his family in accordance 

1 Report to the Minister of Labour of the Comrmttee Ap- 
pointed to Enquire into the Working and Effects of the Trade 
Boards Acts , Cd. 1645, London, 1922* 
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with a reasonable standard of comfort. The quali- 
fication “ as far as practicable 55 implies that the fixing 
of a living wage is not obligatory. The capacity of 
industry to pay is the real basis. 

The State of Victoria Factories and Shops Act, 1915, 
resembles the British Trade Boards legislation as re- 
gards the basis on which minimum rates arc to be fixed. 
No definite guidance is given to the Trade Boards set 
up by the Act, although it is suggested that they 
should not fix “ the very lowest amount reasonably 
consistent with existence, but endeavour to determine 
what is a fair wage, taking account of conditions of a 
permanent character. 55 1 The Court of Industrial Ap- 
peals, in dealing with objections to rates fixed by Boards, 
must consider “ whether the determination appealed 
against has had, or may have, the effect of prejudicing 
the progress, maintenance of, or scope of employment 
in the trade or industry affected by any such price 
or rate ; and, if of opinion that it has, or may have, 
such effect, the Court shall make such alteration as, 
in its opinion, may be necessary to remove or prevent 
such effect, and, at the same time, to secure a living 

1 Some regard must be had also to the wages of other 
groups of workers. Thus the Boards are warned that wages 
m any given trade should not be increased if they compare 
favourably with wages paid in other trades m Victoria, or 
with those paid in the same trade m other States. From 
1903 to 1907 each Board was to base the wages it fixed on 
the rates actually paid by reputable employers to 'workers 
of average ability in the trade. This basis resembled that 
adopted m the fair -wages clauses of Government contracts 
in various countries. 
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wage to the employees in such trade or industry.” 
As already indicated, however, certain industries 
may be unable to pay what is considered to be a 
living wage. 

Under the present heading may be mentioned a 
closely related basis to which reference is sometimes 
made, namely, the value of the york done. If wages 
are fixed in accordance with this basis, they are clearly 
within the capacity of industry to pay. In fact, the 
two bases are practically identical, and one method 
of determining capacity to pay would be to find the 
value of the work done Under modern conditions of 
mass production, with specialised labour, it is difficult 
to determine the value to the employer of the work 
done by a group of workers in relation to that by other 
groups The value of the work done by all the workers 
engaged in the manufacture of a given product, in 
relation to the value added by capital and manage- 
ment, is at least equally difficult to estimate. 

£of %he three bases considered above, that of relation 
to the wages of other categories of workers was seen 
to be dependent, according to the point of view, either 
on the living wage principle or on that of the capacity 
of industry to pay. These last two principles are more 
fundamental, and appear to be conflicting. They are 
therefore examined in some detail in the three following 
chapters, and an attempt is made to show the extent 
to which they may be reconciled. 4 ^ 



CHAPTER IV 


THE LIVING WAGE 
% 

The purpose of the present chapter Is to show the 
elastic character of the living wage and its dependence 
on the wealth of the community. An attempt is 
made to deduce certain general principles which 
should be applied if the living wage is adopted as 
basis in fixing minimum wages. Before, however, 
dealing with these questions, the methods which may 
be adopted in order to determine the amount of a 
living wage are considered. 

Methods op Detebmining a Living Wage. 

The real wage of the worker consists of the quantities 
of food, housing accommodation, clothing, fuel, lighting, 
and other commodities which he can buy with his 
money wage. Consequently, In many investigations 
to determine a living wage, a budget of necessary 
commodities is first compiled. The money cost of the 
budget is then calculated at ruling prices, and this 
sum declared to be the living wage. , 

The commodity budget may be determined either 
by the theoretical method or by the family budget 
enquiry method. According to the theoretical method, 
in the case of food, estimates are made of the^number 
of calories required by adults of either sex, and^lso 
by children of different ages. Analysis of different 
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kinds of food shows the number of calories contained 
in a given quantity of each, and a budget is drawn up 
which will provide the number of calories needed by 
an individual, or by a family of given size. For 
housing, the amount of accommodation is determined 
mainly according to the number of cubic feet of air 
space required for the preservation of health. Esti- 
mates for other groups of expenditure are based on 
the habits of the workers, and not on theoretical 
considerations. Thus the method is incomplete, as 
its application is limited to food and housing accommo- 
dation. Even for food the method is defective. People 
do not, in fact, determine their food consumption 
according to the caloric value of different commodities. 
Also a given number of calories may be provided either 
by a few cheap articles of food, e.g rye bread, potatoes, 
margarine, or by a varied diet of expensive commodities. 
tFor use in determining a living wage, therefore, the 
theoretical method is of little value. ? 

• Thq family budget enquiry method is more satis- 
factory.*, From an adequate number of representative 
families, information is obtained as to the actual 
quantities of different commodities consumed during 
a given period, together with the cost and quality of 
their housing accommodation. The results are based, 

r 

on actual conditions, not on hypothetical considerations; \ 
Since eaph class of the community has its own standard 
of living, the results of family budget enquiries vary 
according to the class from which the data are obtained. 
Information as to the budgets of the families of unskilled 
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workers is the more useful guide for fixing a minimum 
or basic wage. 

In compiling a commodity budget as basis for a 
living wage there appears to be a tendency to adopt 
a higher standard of living than that attained by large 
numbers of unskilled workers. Investigators, when 
determining what they consider to be an cc adequate ” 
standard, find it difficult to omit from the budget 
many commodities which are, in fact, beyond the 
reach of large sections of the community. The danger 
of adopting too high a standard is lessened if the 
family budgets of unskilled workers are taken as 
basis, but even where this course is followed there is 
a tendency to make use of the budgets of families 
above the lowest level of this class, if improvements 
are to be effected, it is necessary to adopt a standard 
higher than that of the least fortunate members of the 
community. How much higher must be decided arbi- 
trarily by the authority responsible for determining the 
living wage. /It is this unavoidable arbitrary element 
which is the chief defect of the living wage principle. 

The Elastic Character of the Living Wage. 

The element of elasticity cannot be removed from 
definitions of a living wage, and such words as 
“ adequate ” or ec reasonable 55 are essentially vague . 1 

1 In the Second Annual Report of the District of Columbia 
Minimum Wage Board (19X9), p. 18, is the following pat%<tg© : 

“ The cost of living is such an unstandardised subject that 
a mathematically accurate determination is impossible. In 
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By whatever method the living wage is determined, 
the result varies according to the point of view of the 
investigator. An examination of living wage estimates 
made, whether by private investigators or public 
authorities, shows considerable variation in the results 
obtained in different enquiries. The elastic character 
of the living wage and the different standards adopted 
by various investigators may be illustrated by reference 
to a number of typical enquiries in three countries 
in which special attention has been directed to the 
problem — namely, Great Britain, the United States, 
and Australia . 1 


Great Britain. 

Among the best-known researches into the cost of 
living of low-paid wage-earners are those of Mr. 
B. Seebohm Bowntree . 2 Two different studies were 
made, the first of which resulted in an estimate of 
requirements for mere physical efficiency. This was 

each conference there are as many different opinions as there 
are members. In general, the employers want a wage sufficient 
to maintain existing standards of living m the industry, while 
the employees contend that the standard of living should 
be improved. The wage finally agreed upon is not a scientific 
determination based solely on facts, but rather a compromise 
of opinion between the two groups, modified, as it may be, by 
the opinion of the public.” 

1 Direct comparison between estimates in different coun- 
tries is largely valueless owing to differences m the purchasing 
power of money. In a later section, certain international 
comparisons are drawn m which allowance is made for such 
inequalities. 

2 ffee Poverty : a Study of Town Life ; also The Human 
Heeds of Labour . 
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based on statistics of actual consumption in York, 
which was regarded as being roughly representative of 
towns in England. The second study had as object 
the determination of a somewhat higher but still 
meagre standard of human needs, not a standard 
that is desirable, but one below which no class of 
worker should ever be forced to live. This standard 
was based on enquiries among working people as to 
their expenditure on necessaries, although, in the case 
of food, account was taken of nutritive requirements 
and a dietary drawn up to meet them. Separate 
estimates were made of the requirements per week of 
a man with wife and three children, and of a woman 
living alone without dependants. The figures accord- 
ing to the two standards at the level of prices in 1914, 
together with corresponding data for January 1926 
calculated by allowing for changes in the cost of living, 
were as follows : — 


For a man with wife and three children— 

1014 

s 

t 

d. 

January 

1926. 

8. d. 

(a) For mere physical efficiency 

26 

0 

45 

6 

(b) For human needs . . 

35 

3 

61 

8 

For a single woman living alone — 

(a) For mere physical efficiency 

16 

0 

28 

0 

(6) For human needs. . 

20 

0 

35 

0 


The figures for January 1926 may be compared 
with the minimum rates of wages fixed by Trade 
Boards for male and female workers in Great Britain . 1 
At the beginning of 1926 the averages of minimum 

1 The figures are based on data published in the Eighteenth 
Abstract of Labour Statistics (Cd. 2740, London, 1926),%& 109. 
The rate for adults is generally paid to women of eighteen years 
of age and over, and to men of twenty-one years and over. 
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rates for the lowest paid class of experienced adult 
workers in about forty different trades were : — 



Per Hour 

Per Week of 48 Hours. 


s 

d 

s 

d 

Males 

• ■ 1 01 

50 

0 

Females 

. 0 

7 

28 

0 


Thus the wage rates of both^males and females were 
considerably below *Mr. *Rowntree’s estimates for 
human needs, although they were equal to or slightly 
above the level for mere physical efficiency, i.e. the 
poverty line . 1 With regard to workers not covered 
by Trade Boards, the wages of skilled workers in the 
shipbuilding and engineering industries were slightly 
below the standard of human needs ; skilled building 
trade workers, printers, bookbinders, and furniture 
makers were distinctly above it, while unskilled 
labourers in the engineering and shipbuilding industries 
were below the poverty line . 2 

1 In the case of adult male workers a considerable number 
would have fewer dependants than those covered by Mr. 
Kowntree’s estimates, and would, m consequence, be better off. 

2 According to data published m the Labour Gazette , October 
1925, the average wage rates of these categories of workers 
at the end of September 1925 were : — 

Skilled workers — 

p er 

Building trade, printing, bookbinding, s d s d. 
and furniture making . . about 73 0 to 74 0 

Engineering . 56 0 to 61 0 

Shipbuilding . . . 55 0 to 58 0 

Unskilled workers — 

Engineering and shipbuilding, about 38 6 to 40 0 

* 

Changes between September 1925 and January 1926 were 
insignificant. 
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United States . 

Many commodity budgets and estimates of the cost 
of living have been established in the United States. 
They cover standards ranging from the poverty line 
to a high level of comfort. Of the latter type is the 
minimum quantity budget drawn up by the United 
States Bureau of Labor Statistics under the direction 
of Dr. Royal Meeker. 1 It is based on requirements 
to maintain a worker’s family of five persons in health 
and decency, according to American ideas. The food 
quantities, which supply about 3,500 calories per adult 
man, are based on the actual consumption of 280 
famihes in the United States, modifications being made 
to ensure the right proportions of proteins, fats, and 
carbohydrates. The articles of clothing provide for 
the physical needs of warmth, cleanliness, and com- 
fort, and are of reasonably good quality They are 
based on the clothing budgets of about 850 families. 
In the case of housing a standard of one room per 
person is adopted, together with bathroom, hall, etc., 
the area of the whole dwelling totalling 660 square feet. 
The requirements for heat, artificial light, furniture, 
furnishings, and miscellaneous items are also specified 
in detail. 

The budget is constructed from the actual consump- 
tion of various families selected largely because they 
had attained what was considered a reasonable stan- 
dard. In fact, it represents a standard attainable in 

1 United States Bureau of Labor Statistics, Monthly Labor 
Review, June 1920, 
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the United States by skilled workers, but out of the 
reach of most unskilled workers. Unfortunately, no 
estimate is available of the cost of this budget, although 
Dr. Meeker, in a paper to the American Public Health 
Association, December 1918, claimed that family 
schedules obtained in Washington in 1916 showed the 
minimum amount required to maintain in comfort a 
family consisting of husband, wife, and three children 
under fifteen years of age, to be at least $1,150 per 
annum. 1 At the level of prices at the beginning of 
1926 this was equal to about $1,700 to $1,800 per 
annum, or about $32J to $34-| per week. 

Other American estimates are tabulated below, 
together with the equivalent costs at the beginning 
of 1926 2 The figure obtained by the New York City 
Board of Estimate and Apportionment was the result 
of an investigation conducted to provide a basis for 
standardising the wages of unskilled workers employed 
by the city authorities. The amount estimated was to 
supply the requirements, according to American ideas, 
of a family of two adults and three children under 
fourteen years of age. The result of the investigation 
corresponds closely with Mr. Ogburn’s estimate of the 
cost of a minimum standard of living in New York 
City at the American subsistence level. 

1 This standard appears to be somewhat lower than that of 
the minimum quantity budget. 

2 Summaries of the investigations on which these and 
other estimates were based are given m Family Budgets of 
American Wage-earners , by the National Industrial Conference 
Board (Research Report, No. 41). 

D 
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An examination of Trade Union rates and other 
statistics of wages in important industries in the 
United States shows that, while many groups of skilled 
workers receive wages equal to or above Mr. Ogburn’s 
minimum of comfort of about $38-| per week, many 
categories of unskilled workers receive wages con- 
siderably below his subsistence level of $30 per week. 1 
At the beginning of 1926 the average actual earn- 
ings of male workers, without distinction according 
to skill or age, in representative industries in New 
York State, Illinois, and Massachusetts were about $28 
to $32 per week. More comprehensive are the National 
Industrial Conference Board’s statistics of actual 
earnings, which cover nearly three-quarters of a 
million workers in twenty-five important industries 
in different parts of the country 2 They show the 
following averages for male workers in the first 
quarter of 1926 : — 

Average Weekly Earnings. 

Dollars 

Skilled 31*55 

Unskilled 24-21 

Weighted average .. . .. 29-92 


1 Trade Union rates and also full-time weekly earnings in 
various occupations are published m the Monthly Labor 
Review . 

2 National Industrial Conference Board, Wages m the 
United States, New York, 1926. 
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Australia. 

In this country, where attempts to apply the prin- 
ciples of the living wage have been the greatest, there 
are three standards to which reference is frequently 
made. The first is the Harvester Wage of 7s. a 
day, declared by Mr. Justice Higgins in the year 
1907. This wage, which was considered a practicable 
minimum adequate for an unskilled labourer with a 
family (about five persons in all), was determined 
roughly without serious enquiry into the cost of living. 
Certain investigations were made, but the wage was, 
in fact, based largely on the rates paid by various 
municipal authorities to their unskilled workers. 
Nevertheless, this Harvester Wage, brought into con- 
formity with the cost of living, i.e. the so-called 
Harvester equivalent, gradually became the basis of 
the Commonwealth Arbitration Court’s decisions, and 
these, in their turn, exercised a considerable influence 
on the policy and awards of the wage tribunals in 
different States. The Harvester equivalents at various 
dates were approximately : — 

£ s. d. 

Fourth quarter, 1914 . 2 14 7 per week 

Fourth quarter, 1920 . . . . 4 8 0 ,, 

First quarter, 1926 . . 3 18 0 ,, 

The second Australian cost of living standard, which 
differs little from the Harvester standard, is* that of 
the New South Wales Industrial Commission.' The 
Commission is bound by law to declare at regular 
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intervals the cost of living of a man, wife, and two 
children, and also that of an adult female. The 
amounts fixed become the minimum wages of adult 
male and female employees respectively. According 
to declarations dated December 1 5th, 1920, and 
August 24th, 1925, the amounts for adult male 
workers throughout the greater part of the State 
were : — 

£ s. d 

December 15th, 1920 .. . . 4 5 0 per week 

August 24th, 1925 . . . . ..4 4 0 ,, 1 

The third standard is that established by the Royal 
Commission appointed in 1919 to enquire into the cost 
of living according to reasonable standards of comfort 
for a family of five persons 2 During the enquiry the 
Commission examined in great detail the cost of living 
in the capitals of the six States of the Commonwealth, 
about 450 family budgets being obtained, 800 wit- 
nesses heard, and a large number of price lists utilised. 
In its report the Commission gave a commodity 
budget according to Australian standards, very similar 
to the United States budget compiled under the 
direction of Dr. Meeker, to which reference has already 
been made. The average cost of the budget at the 

1 The New South Wales Industrial Gazette , August 1925. 
Other amounts had been declared at intervening dates. On 
August 24th, 1925, the weekly wage of adult female workers 
was declared to be £2 2s. 6d. 

2 TL& Commission consisted of three employers' representa- 
tives, three workers’ representatives, and an impartial chair- 
man, Mr. A. B. Piddmgton. 
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level of prices in November 1920, and the equivalent 
cost during the first quarter of 1926, were : — 

£ s a. 

November 1920 . . . . . 5 15 8 per week 1 

First quarter, 1926 . . .. 5 0 0 ,, 

The Commission merely reported on the cost of a 
reasonable standard of comfort ; it had no power to 
fix wages at the level required to enable that standard 
to be attained, although it was generally thought that 
wages would be fixed in accordance with its findings. 
The amounts determined by the Commission were, 
however, considerably higher than the minima in force, 
and were also higher than the actual levels of wages 
paid. In November 1920 the Harvester equivalent 
was about £4 8s. Od. per week, while at about the same 
date the average weekly wage rate, based on data for 
skilled as well as for unskilled workers in the most 
important industries of the Commonwealth, was 
£4 9s. lOd. per week. The practical impossibility of 
fixing minimum wages for all adult male workers 
without distinction at the level determined l>y the 
Commission soon became evident. Further reference 
to this question is made in the following section. 
Here it may suffice to repeat that in Australia at 
least three different figures have been put forward, 
each purporting to represent the necessary cost of 

1 Reports of the Royal Commission on the Basic Wage ; 
see also The Next Step : a Family Basic Income, by Mr. r Paddmg- 
ton. The figure of £5 15s. 8d. is an averago for the six Capitals 
of the Commonwealth. The figures for the different cities 
vary according to the cost of living. 
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living — namely, the Harvester equivalent, the New 
South Wales basic wage, and the Basic Wage Com- 
mission’s estimate. The amounts necessary according 
to these standards at the level of prices during the fourth 
quarter of 1920 and the first quarter of 1926 were : — 


# * 

Amount per Week 

Standard 

4tli Quarter, 
1920 

1st Quarter, 
1926 

Harvester equivalent 

£ s d 

4 8 0 

£ s d 

3 18 0 

New South Wales basic wage 1 

4 5 0 

4 4 0 

Basic Wage Commission’s estimate 

5 15 8 

5 0 0 


/ 

v/l The foregoing shows that considerable variations 
exist in estimates of the c ost of livi ng in Great Britain, 
the United States, and Australia However, although 
in each country different estimates have been made 
of the sums considered necessary to maintain a family 
of given size, the differences are due largely to varia- 
tions 4n the standards adopted. The poverty level 
can be distinguished clearly from the human needs 
standard, and this from a standard of comfort. 
Authorities will differ somewhat regarding the amount 
required for any one of these standards, but where 
a definite standard is specified, the variations in esti- 
mates are likely to be comparatively small. 

1 For fa family of four persons ; the other figures are for 
a fam^y of five. The New South Wales figure for 1926 is 
the* declared basic wage ; the other 1926 figures are equiva- 
lents calculated by using cost of living index numbers. 
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The Living Wage in Relation to the Wealth of 
the Community, 

In the preceding section it was shown that, within 
any country, widely differing estimates may be made 
of the cost of living of a family of given size. Some 
investigators, actuated by ethical considerations, 
endeavour to determine a wage" which they consider 
desirable without paying much regard to what is 
practicable. Others give greater attention to what 
they believe to be attainable as a minimum in the 
early future. 

In Australia, when the practicability of fixing wages 
to guarantee the standard proposed by the Basic Wage 
Commission was under consideration, the Common- 
wealth statistician, Mr. G. H. Knibbs, in a memo- 
randum to the Prime Minister, stated that “ such a 
wage cannot be paid to all adult employees because 
the whole produced wealth of the country, including 
all that portion of produced wealth which now goes 
in the shape of profit to employers, would liot, if 
divided up equally amongst employees, yield the 
necessary weekly amount.” In this case the Basic 
Wage Commission, when considering the items to be 
included in the budget, had gone beyond what was 
practicable for adoption as the minimum or basic wage 
for all adult male employees . 1 

1 To meet the difficulty Mr. Piddingto* proposed that 
instead of paying a minimum wage of £5 15s. 8d. to all adult 
male workers, this amount should be received only by workers 
with wife and three children, and that larger or smaller 
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Whether the object be to indicate a standard of 
comfort considered desirable, or to determine a sub- 
sistence standard which is practically attainable, 
account must always be taken, directly or indirectly, 
of the actual standards of living of the community. 
These standards depend mainly on the wealth or 
productivity of the community. In consequence, 
standards of living are relative in character, and vary 
in the same community from one period to another, 
and in different communities at the same date. As 
progress is made in the industrial organisation and 
productive methods of any community, the standards 
will be raised. The standards are higher in wealthier 
than in poorer countries . 1 In those countries in which 
the living wage principle has been adopted, reference 
to the standard of the country is always expressed or 

families should receive larger or smaller amounts. It was 
claimed that in this way the standard proposed by the Com- 
mission could be secured. 

1 Tile relative character of the living wage is clearly ex- 
pressed by Mr. Justice Brown, of the South Australian Indus- 
trial Court m 1916 m the Plumbers’ Case, as follows : “ The 
statutory definition of the living wage is a wage adequate to 
meet the normal and reasonable needs of the worker. In 
other words, the conception is ethical rather than economic. 
The Court has not to determine the value of the services 
rendered, but to determine what is necessary to meet normal 
and reasonable needs. It should be obvious that m the inter- 
pretation of reasonable needs the Court cannot be wholly 
indifferent to the national income. The reasonable needs of 
the wbxker m community where the national income is 
high are greater than the reasonable needs of the worker 
where the national income is low ” ( South Australian 

Industrial Reports , vol. I, 1916-18, p. 122). 
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implied. Thus in America wages are to be adequate 
according to American standards ; in Australia, 
according to Australian standards, and so on. 

To show relativity of standards from one country 
to another it may be of interest to compare the British, 
United States, and Australian standards for a family of 
five persons given in the preceding section The table 
opposite gives these standards at the levels of prices at 
the beginning of 1926 in the currency of each country, 
and also in terms of the "British currency unit, allow- 
ance being made for differences in the purchasing 
power of money in the different countries. 1 The 
standards are classified somewhat arbitrarily into 
three groups. 

1 The figures in British currency have been obtained by 
converting the American and Australian standards into 
terms of the level of prices m * 1914 by using the 
ratios of the costs of living m 1914 and the beginning of 
1926 m the United States (1914= 100, 1926 = 170), and 
in Australia (1914 — 100, 1926 = 144). The 1914 equiva- 
lents have then been converted into British equivalents, 
account being taken not only of the rates of exchange, but 
also of differences between the purchasing power of money m 
the three countries. According to data obtained before the 
war by the Labour Department of the British Board of Trade, 
and by the South African Economic Commission, the ratios 
of the cost of living based on food and rent wore ; Great 
Britain 100, United States 152, Australia 324*5. Hence the 
cost of a given standard m the Unitod States has been reduced 
in the ratio 152 : 100 to give its equivalent in Groat Britain. 
Similarly the Australian costs have been reduced in the 
ratio 124*5: 100. The equivalents in 1914 in Great \J3ri tain 
were then increased in the ratio 100: 175, this representing 
the relation between the cost of living m Groat Britain in 
1914 and in March 1926* 
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Standard. 

British. 

United States. 

Australian 


In Currency of Country . 


£ s d 

$ 

£ s. a. 

Poverty 

2 5 6 

20 

— 

Human needs 

3 1 8 

30 

rH 

o 

00 

CO 

Comfort 

— 

38J 

: 5 0 0 2 


In British Currency . 

Poverty 

*23-6! 

2 13 9 

— 

Pluman needs 

3 1 8 

4 0 8 

3 16 0 3 

Comfort 

— 

5 3 5 

4 17 6 3 


By comparing the standards in British currency it 
is seen that the United States standards are higher 
than the Australian, and the Australian than the 
British Evidently these levels are influenced largely 
by prevailing standards of living within each country, 
which, in turn, depend on the per capita wealth of 
the community. 

Principles Based on the Living Wage 

Although the living wage is not capable of exact 
expression, it may be of considerable practical value 
if taken in relation to the productivity of the com- 
munity. It is possible to determine in any community 
the minimum below which no workers should fall. 
This minimum should be considered apart from the. 

1 Harvester equivalent at the beginning of 1926. 

2 Basif Wage Commission eqin valent at the beginning of 1926. 

3 The" differences between these figures arid those given in 
the ‘currency of the country are due to the higher purchasing 
power of the pound m Great Britain than m Australia. 
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conditions of any given establishment or industry. 
It is the distinctive feature of the living wage principle 
that, at the basis of the wage system, there should 
be a minimum determined by the general productivity 
of the community as a -whole, without taking account 
of the prosperity of individual establishments or 
industries. This feature is recognised in numerous 
basic wage decisions in Australia. For example, in 
1909, Mr. Justice Higgins, President of the Common- 
wealth Arbitration Court, expressed the view that c< it 
is necessary to keep this living wage a thing sacrosanct, 
beyond the reach of bargaining, 55 and added that If 
a man be unable to maintain his enterprise without 
cutting down the wages essential for his workers, 
it would be better that he should abandon the 
enterprise. 

It follows that where there are differences in the 
cost of living in different districts, there should be 
corresponding differences in money wages. If a change 
takes place in the purchasing power of money in any 
community without a change in the general pro- 
ductivity of goods and services, then the minimum 
wage should be adjusted to such changes by means 
of a sliding scale. This is necessary in order to ensure 
the maintenance of the minimum real wage. If there 
is a change in national productivity, or in the forces 
determining the workers 5 share of the national income, 
a change in minimum wages is justifiable. \ 

Finally, if the living wage idea be accepted, special 
consideration is necessary in the case of workers whose 
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earnings may be reduced owing to the casual or seasonal 
character of their employment. For such workers a 
minimum hourly or daily wage, higher than that of 
workers whose employment is regular, is essential if 
their standard of living is not to fall below the general 
minimum. Similarly, with the object of preventing 
the standard of living of piece-workers from falling 
below that of workers in regular employment on a 
minimum time wage, Apiece rates should be such that 
under ordinary circumstances workers of average 
ability would be able to earn an amount at least equal 
to the minimum time rate. If, through no fault of 
their own, e.g. a break-down of machinery, their 
earnings fall below the minimum time wage, they 
should be guaranteed this minimum. 



CHAPTER V 


CAPACITY OF INDUSTRY TO PAY 

The productivity of industry is the source from which 
wages are paid, and no legislative process or manipu- 
lation by State-established machinery can raise wages 
above the level that industry can bear. Even where 
the necessity of taking into account the productivity 
of industry is not expressly stated in minimum -wage 
laws which endorse the living wage principle, in their 
application account is taken directly or indirectly of 
the capacity of industry to pay. 

The present chapter attempts to show that the 
principal solution of wage problems lies in increased 
productivity, that wages in any individual establish- 
ment or industry should not depend on the capacity 
of each to pay without reference to the wages which 
other establishments or industries can afford, and that 
\the level of minimum wages should be based on the 
capacity of industry in general to payy 

Importance of Increasing Productivity. 

The wages of the lowest paid groups of workers may 
be increased either by a change in distribution or by 
an increase in the total productivity of the community." 
Social justice may demand changes in distribution in 
consequence of the existence, side by side, of extremes 
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of wealth and poverty. A change in distribution may 
be at the expense of other groups of workers, or of 
other classes of the community. There is, however, 
little likelihood of considerable increases in minimum 
wages by ^measures of redistribution. The amounts 
which skilled workers receive are generally no more 
than a reasonable return for the training they have 
undergone, and for tKeir higher efficiency. As regards 
other classes of the community, the number of persons 
receiving large incomes is small if compared with the 
total number of workers, and to transfer the greater 
part of those incomes to the workers would add little 
to the wage which each receives. 1 

Dr. A. L. Bowley’s study of the division of the 
product of industry before the war between different 
classes of the community is a sufficient warning to 
those who hope that considerable increases in the 
wages of a large part of the working population are 
practicable by the transfer to the workers of a portion 
of the national income now going to other classes of 
the community. 2 On the basis of data for 1907 it is 
shown that if, at that date, one-half of profits had 
been transferred to the wage-earners, average wages 
would have been raised by about 21 per cent., or to 
about the level of Mr Rowntree’s minimum of 35s. 3d. 

1 The fact that redistribution would add little to the wage 
of each worker does not invalidate the case for redistribution 
where necessary to secure social justice. 

2 The Division of the Product of Industry : an Analysis of 
National Income before the War , by Dr. A. L. Bowley, Oxford, 
1919. 
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per week 1 This minimum could only be reached by 
all workers if at the same time the earnings of skilled 
workers had been reduced to that level* Dr. Bowley 
adds that “ the raising of wages, whether by a legally 
enforced minimum or otherwise, might force employers 
to become more efficient, or if a small number of 
inefficient employers were obliged to stop, others might 
be able to extend their operations so as to give the 
same aggregate employment ; evidently this progress 
cannot go very far without radical changes in 
methods.” 2 He points out that, although an effective 
demand for higher wages would tend to a better and 
more economical use of capital, skill of management 
is limited, and the best results cannot be universally 
obtained. 

Similar conclusions as to the inadequacy of the 
national dividend to ensure considerable increases in 
wages by measures of redistribution have been reached 
by Sir Josiah Stamp. In 1920 he made a calcula- 
tion showing that if all people with incomes over 
£250 per annum were to pool the excess over that 
amount, and if from the pool thus formed a sum were 
withdrawn equal to the amounts obtained by taxation 
to support the national services and savings for capital 
extensions on the pre-war scale, the remainder would 
provide not more than 5s. per week per family. This 

1 This included women as well as men. According to 
information given m Dr. Bowloy’s study, The Change in the 
Distribution of the National Income f 1880-1913 , the average of 
all incomes m the United Kingdom m 1913 was £104 per annum, 

2 The Division of the Product of Industry , p. 41, 
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calculation was made again in 1925, when it was found 
that the remainder for distribution would have been 
almost certainly between £25,000,000 and £100,000,000, 
which sum was not enough to provide 5s. per week 
per family. 1 

An examination made by Dr. Bowley of changes 
in the distribution of the National Income between 
1880 and 1913 shows a high degree of constancy of 
many of the proportions of the national income going 
to different classes, and suggests that little change in 
distribution is practicable. 2 A somewhat similar 
situation has been shown to exist in the United States. 
Dr. W. I. King has made calculations on the basis of 
the United States census statistics showing that there is 
little variation over a period of years in the percentage 
of ££ value added by manufacture ” paid in wages. 3 The 
figures covering all manufacturing industries are : — 



Per cent. 

1889 

. 44 

1899 

. . 42 

1904 . . 

. 41 

1909 . 

. 40 

1914 

. . 41 

1919 

42 


1 Wealth and Taxable Capacity, p. 96 ; The Times , August 
3rd, 1925, p. 10, account of an address by Sir Josiah Stamp at 
the Liberal Summer School, Cambridge. 

2 The Change m the Distribution of the National Income , 
1880-1913, by Dr. A. L. Bowley, see p. 26. 

3 These data were published m the New York Evening Post, 
June 7th, 1922. See also a paper read by Mr. George Soule 
before the 35th Annual Meetmg of the American Economic 
Association, Chicago, December 1922, published in the supple- 
ment to the American Economic Review, March 1923, p. 136. 
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In considering the adequacy of different rates of wages, 
American writers have in mind higher minimum 
standards of living than those generally advocated 
in European countries. It is claimed that, according 
to American standards, the wages of many groups of 
workers are deplorably low, that, even if complete 
justice in distribution were assured, the total product 
is not sufficient for any great increase in the per capita 
wage, and that the main hope lies in an increase in 
productivity. 1 

Capacity to Pay of Individual Establishments 
or Industries. 

The conclusions of the preceding section, which are 
probably true for almost all countries, should not be 
regarded as destroying in any way the value of 
minimum wage legislation., The principal means of 
raising wages is an increase in the total volume 
available for distribution together with a restriction 

1 See Professor W. C. Mitchell’s estimate of income of the 
United States and E. M. Patterson’s article on “ Factors 
determining Real Wages,” published m the Annals of the 
American A cademy of Political Science, March 1 922. Professor 
Paul H. Douglas in Wages and the Family, after reaching 
similar conclusions as to the inadequacy of the present rates 
of wages in the United States, proposes the family allowance 
system as a solution. As regards Great Britain, Mr. Rowntree, 
in discussing various methods of increasing wages, says that 
an increase m the productivity of industry, whether due to 
better organisation and machinery, greater efficiency on the 
part of the workers or management, or any other factor, is 
the most important means {The Human Needs of Labour , 
p. 137). 
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of the number and an improvement in the quality 
of the population. Nevertheless, the prevention of 
sweating and of the continued existence of a number 
of wage-earners at standards seriously below those of 
the remainder of the community is the urgent 
necessity of a progressive State. 

The existence of sweated labour is partly the result 

# # 

of the uncontrolled application of the principle of 
paying wages according to the capacity to pay of 
each individual establishment or industry. Employers 
in industries which depend on low-paid labour claim 
that they cannot pay as high wages as employers in 
other industries. Also employers assert that because 
the profitableness of their establishments is lower than 
that of the rest of the industry, their wages should 
be fixed at a lower level. In a number of cases 
employers have demanded that the minimum wage 
for their industry should be based on that paid to the ' 
lowest class of worker in the district in which the cost 
of living is lowest. Where these claims are accepted, 
not only may the standard of living of various groups 
of workers fall considerably below the general level, 
but wage rates are not in any degree standardised . 1 
This is the situation in most countries at the present 
time, except in so far as standardisation of wages has 

^ It might be expected that marked inequalities could be 
of a temporary character only, owing to the tendency of 
workers to move from low-paid industries and districts to 
those in which wages are high This tendency, however, 
operates very slowly owing to difficulties in the way of full 
mobility of labour. 
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been effected by collective agreements . It is precisely, 
however, in industries m which organisation is not 
adequate to secure the advantages of collective agree- 
ments that a low standard of living and a high degree 
of lack of uniformity of wage rates are generally found. 
Also it is not enough to secure what Professor Pigou 
has called an economic wage, i e. a wage which, “in 
the conditions of the trade under review, economic 
forces tend to bring about if employers can be pre- 
vented from taking advantage of the bargaining weak- 
ness of some, or all, of their workpeople, and paying 
them less than they arc worth .' 5 1 .Some limitation 
of the system of allowing each industry or establish- 
ment to pay wages based on its own financial condition 
is necessary. 


Capacity to Pay of Industry in General. 

In view of the relation between wages and pro- 
ductivity, and also of the desirability of fixing minimum 
wages so as to prevent the continued existence of 
sweated labour, , the best basis for minimum wages 
appears to be the capacity of industry in general . 1 2 

1 Economic Journal , September 1922, article on “Trade 
Boards and the Cave Committee,” p. 318. 

2 How much industry in general can bear is evidently 
difficult of measurement, while potential capacity is still more 
problematic. Often, at present, there is great difficulty m 
obtaining the facts, and one of the essentials of the future is 
more complete knowledge of tho profits of industry. Much 
industrial unrest, and the loss which this entails, would be 
avoided if those responsible for the financial side of production 
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This conclusion is in agreement with that reached in 
the chapter on the living wage, namely, that at the 
basis of the wage system there should be a minimum 
wage determined by the general productivity of the 
community as a whole without taking account of the 
prosperity of individual establishments or industries. 

It would be impracticable to fix wages at the average 
level which industry in general pays, as this would be 
beyond the capacity of a large part of industry, 
including many trades so important to the economic 
life of the nation that they must be safeguarded against 
injury. It should, however, be possible, on the basis 
of the capacity of industry in general, to fix a minimum 
which, while not hampering the important industries, 
would prevent the payment of unduly low wages,, ' As 
a consequence of this a number of the least efficient 
workers might lose their employment, certam inefficient 
employers be forced out of business, and a few sweated 
industries of minor importance be eliminated. These 
consequences may well be lesser evils than the per- 
petuation of inefficiency and misery which follow the 
payment of a wage unreasonably low in relation to 
national productivity . 1 

would take the workers and the public more into their confi- 
dence. This gaimng of confidence will be facilitated as the 
necessity for a rate of interest high enough to call forth a 
sufficient supply of capital and to ensure adequate saving is 
more generally recognised. See The Facts of Industry , the 
Case for Pubhczty, Macmillan & Co., 1926. 

1 Industries or establishments paying such wages are m 
many cases parasitic, since either the workers are partly 
maintained by the earnings of other workers, e.g. where 
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The iixing of minimum wages in relation to the 
capacity to pay of industry in general has already 
received some application in practice. In giving effect 
to certain minimum wage laws the principle has been 
established that it is no part of the duty of the wage- 
fixing body to ensure profits to all employers in an 
industry, or to protect those who are inefficient. Nor 
is it obliged to allow unduly low wages in industries 
or establishments which are in difficulties owing to 
natural handicaps, e.g. where a mine is nearing 
exhaustion, or is faced with the competition of mines 
with much richer deposits. 1 In Australasia especially 
the view is generally accepted that if an industry or 
establishment cannot pay what is considered a reason- 
able minimum, it had better cease to exist, and its 
workers transfer to some other industry. The 
principle that the wages of the worker should not 
depend on the profits made by the individual employer 
is well expressed in the decision of the Australian 
Commonwealth Arbitration Court in 1909 in the case 
of the Broken Hill Proprietary Company, as follows * — 

“ First of all, is an employer who is poor to be 
ordered to pay as high wages as an employer who is 
rich ? Now without laying down a rule absolute and 

women workers receiving very low wages are in part supported 
by their husbands, or, if supporting themselves, have not 
enough for health and efficiency, and the consequences involve 
a charge on society for hospitals apd charitable institutions. 

1 In such cases the employer has to pay the same price 
as his rivals for the raw materials he buys, and similarly it 
is reasonable that he should be subject to the same minimum 
wage. 
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unconditional under all circumstances, I strongly hold 
the view that, unless the circumstances are very 
exceptional, the needy employer should, under an 
award, pay at the same rate as his richer rival. It 
would not otherwise be possible to prevent the sweating 
of employees, the growth of parasitic industries, the 
spread of industrial mnrest — unrest which it is the 
function of this Court to allay. If a man cannot 
maintain his enterprise without cutting down the wages 
which are proper to be paid to his employees — at 
all events the wages which are essential for their 
living — it would be better that he should abandon the 
enterprise.” 1 

Standards op Skilled Workers. 

There is an essential difference between the minimum 
or basic wage below which no worker should be allowed 
to fall and higher wages paid to skilled workers. The 
case is strong for fixing the basic wage as a means 
of preventing misery, and State regulation may easily 
be justified. With regard to wages above the basic 

1 Commonwealth Arbitration Reports, vol. Ill, 1909. Similar 
decisions have been reached m the awards of various State 
Arbitration Courts, e.g. m South Australia and Western 
Australia. Thus, m the decision of the South Australian 
Industrial Court in the Furniture Trades Case, 1918, it is 
indicated that it may be better for the Court to fix wages on 
general principles than to attempt to preserve m the State 
every factory that may chance to have established itself. 
The extinction of industries unsuited to the State may be an 
advantage rather than to allow a long and fruitless struggle 
under severe competition to continue. ( South Australian 
Industrial Reports, vol, II, 1918-19.) 
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minimum, compulsory regulation is less urgent, as 
the economic conditions of the workers are better. 
However, m certain eases, skilled workers are unable 
to secure the satisfactory regulation of their wages by 
means of collective agreements. Also it is often 
convenient to use machinery set up with the object 
of preventing sweating to fix the wage rates of skilled 
as well as of unskilled workers in the trades concerned. 
Finally, Arbitration Courts, in making awards for the 
purpose of maintaining industrial peace, frequently 
fix the rates of wages of skilled as well as of unskilled 
workers. 

Where minimum wages are fixed for skilled workers, 
the basis is often different from that adopted for 
unskilled workers. Thus in Australasia, although 
frequently the capacity to pay of individual establish- 
ments and industries is not taken into consideration 
in fixing the basic wages of unskilled workers, the 
prosperity of individual industries is usually a factor 
of importance in fixing the wage rates of other cate- 
gories of workers. For these rates, however, little or 
no account is taken of the position of individual 
employers. To do so would he undesirable as the 
standardisation of wages would be prevented, and unfair 
competition between different employers would result. 

Consequences of Fixing a Minimum Wage. 

In determining, at any time, the minimum below 
which no worker should be allowed to fall, the practical 
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problems to consider are the reactions on employers, 
workers, and the community as a whole. 

Employers . 

State machinery may establish a minimum wage, 
but employers are not obliged to engage workers at 
that wage, their only obligation being that if they 
employ workers, they shall pay at least the rate fixed. 
If, therefore, a minimum wage is fixed, some employers 
may find their costs of production increased. This 
will be the case if the increase in wages does not lead 
to a corresponding increase in the efficiency of the 
workers, or stimulate employers to introduce improved 
methods of manufacture. A rise in costs of production 
implies a loss of markets which will be greater or less 
according as demand for the commodities produced 
is elastic or not . 1 Loss of markets will be followed 
by a reduction in the scale of production, or even a 
closing down of plant. 

The elimination of establishments or industries 
which are unable to exist except by sweated labour 
may be considered desirable. Left to themselves 
certain establishments may continue for a long time 
to struggle with antiquated methods and machinery 
in competition with factories highly organised and 
fitted with the latest appliances. They cannot pay 

1 Demand is elastic if a small increase (or decrease) in price 
is followed by a considerable reduction (or increase) in demand. 
In the case of an inelastic demand the converse is true, 
namely, that small increases or decreases in price have little 
effect on the quantities purchased. 
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good wages, and yet the workers, from custom, 
ignorance, or lack of mobility, remain with them A 
The fixing of a reasonable minimum wage would 
shorten the struggle, and the workers would turn 
earlier to establishments employing more productive 
methods. Also certain industries may be ill-adapted 
to a given country, and may -be subjected to the 
competition of foreign producers with superior natural 
advantages. It is preferable that the capital and 
labour they employ should be divcitcd, without delay, 
to other industries more suited to the country than 
that the misery of a protracted struggle should be 
endured. 

Workers. 

I , If wages are fixed at too high a level, unemployment 
jwill result. In other words, demand for labour at 
that level is less than supply i The question, therefore, 
is largely one of choice between a higher level of wages 
with a larger volume of unemployment or a lower 
level of wages with less unemployment. Where 
unemployment results, those thrown out of work will 
in some cases be absorbed into new or growing 
industries. In other cases, how r ever, they will compete 
for employment on the labour market, and in con- 
sequence there may be a slight reduction in the general 
level of wages. To the extent to which this is true, the 

1 The case of hand-loom weavers in the early nineteenth 
century may be cited as an example of tho misery which 
attends unequal struggles between antiquated and improved 
methods. 
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cost of the prevention of sweating is distributed over 
the general body of wage-earners. 

The Community as a Whole . 

Where demand for the products of an industry is 
inelastic a rise in wages will be covered by an increase 
in the price of the commodities produced, and there 
will be little or no falling off in demand for the product 
of the industry concerned. Thus unemployment will 
not be caused in that industry, and the cost of the 
improvement in wages will be borne by the community 
as a whole through the higher price which it will pay 
for the products of the industry . 1 An increase in the 
prices of commodities hitherto produced under sweated 
conditions is easily justifiable, as the community had 
been unconsciously undervaluing the labour involved . 2 
The immediate cause of the low wages was largely 
competition between employers, and the harmful 
effects on the workers are diminished or avoided if 
wages are standardised at a higher level by means of 
minimum wage machinery. 

Where the demand for products is elastic a rise in 
wages, followed by an increase in price, will cause 
unemployment in the industry concerned. Since, 
however, there are some wages so low as to imply a 
degree of misery which the State should not permit, 

1 This will reduce the purchasing power available for other 
goods, and may cause unemployment or a slight fall m wages 
in the trades producing them. 

2 “See The Lvoing Wage by H. N. Brailsford, J. A. Hobson, 
A. Creech Jones, and E. F. Wise, London, 1926, pp. 28-9. 
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it may be a gain rather than a. loss to prohibit the 
employment of workers for totally inadequate re- 
muneration. Provision for those thrown out of work, 
either by means of unemployment insurance benefits 
or by direct maintenance by the State, is logically 
inevitable. It should be recognised that, in paying 
benefits to those who thus lose their employment until 
they obtain work elsewhere, the State is incurring 
a charge rather than permit certain of its members 
to be employed at wages considerably below the level 
which the income of the community can sustain. In 
other words, a contribution is made by the remainder 
of the community for the prevention of extreme 
poverty. Maintenance by the State will be permanent 
in the case of those unemployable at the rates fixed . 1 
At the same time, in order that the number of the 
unemployable may be reduced to a minimum, special 
facilities for finding employment in other occupations 
should be provided. Similarly, training centres for 
teaching new trades are of value. 

1 In Fabian Tract No 128, The Case for a Legal Minimum 
Wage , page 12, the view is expressed that tc it is far cheaper 
for the nation to deal with the unemployable as destitute 
persons by wisely adapted poor law methods than to allow 
them to drag down decent woikers to their level by their 
competition m the labour market.” This is true m some 
cases, while in others, special permits may be issued to enable 
certain workers to work for wages below the minimum. The 
issue of such permits might be accompanied by the provi- 
sion of State aid to prevent the standard falling below the 
minimum fixed. The question of the issue of permits is dealt 
with in a later chapter. 
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Deductions. 

The general level of wages depends on total pro- 
ductivity, and the principal means of increasing wages 
is not by fundamental changes in distribution, but by 
increasing productivity. An increase in general pro- 
ductivity will almost certainly lead to an increase m 
the wages of the lowest paid groups of workers. 

The capacity to pay of industry in general, rather 
than the wages which individual establishments or 
industries can afford, should be taken as basis for a 
minimum wage of general application. 

At any time the basic minimum wage must be 
within the reach of the great majority of undertakings 
in all important industries, but by the continued 
operation of minimum wage machinery it should be 
possible to raise the minimum progressively until it 
is effective for a considerable proportion of unskilled 
workers. 



CHAPTER VI 


A NATIONAL MINIMUM 

k The conclusions readied in the two preceding chapters 
point to the desirability of a national miniiftum wage 
Abased on national product! vity. There is no conflict 
between the living wage defined in relation to national 
productivity and the wage which industry in general 
can pay. In fact, the two conceptions are practically 
identical, and each leads to a national, or in sonic cases 
a regional, basis for fixing minimum wages below 
which no worker of ordinary ability should fall. Both 
national productivity and the capacity of industry in 
general to pay are, however, difficult of determination. 
The statistics necessary are not available ; therefore 
some indirect method must be adopted provisionally. 

In the present chapter wage statistics are con- 
sidered as throwing light on what industry can bear, 
thus furnishing a means to determining a practicable 
minimum Also the problems are discussed of fixing 
minimum wages in districts in which the cost of living 
is unequal, of allowing for changes in the purchasing 
power of money from one period to another, and of 
taking into account changes in the capacity of industry. 

Method oe Determining the Minimum. 

Adequate information not being available as to the 
capacity of industry in general to pay, the best alter- 
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native is to secure statistics with regard to prevailing 
standards of living. Among the data suitable for this 
purpose are the results of wage censuses. 1 These 
show what industry in general is actually paying. 
They also show the relative levels of wages m different 
industries and districts, and thus enable attention to 
be directed particularly to cases where conditions are 
considerably below the generally prevailing standard. 
Thus the British Wage Census of 1907, by revealing 
very low wages in certain industries, contributed 
largely to the adoption of the minimum wage legis- 
lation of 1909. 

Tor the purpose of determining a practicable 
minimum below which wages should not be allowed to 
fall, information with regard to the wages of unskilled 
workers in different industries may be taken as guide. 
By means of a wage census, statistics can be obtained 
as to the earnings of unskilled adult male and female 
workers in different industries. The earnings of such 
workers in the large or well-organised industries may 
be regarded as standard of comparison. It would 
evidently be unsatisfactory, however, to take the 
average wage of unskilled workers in the well-organised 
industries as the minimum wage. In the well-organised 
industries themselves the wages of unskilled workers 
differ considerably from one industry to another, 
while within each industry wages may vary in the 

1 Family budget enquiries also provide valuable information 
as to family income and the distribution of expenditure on 
the different items entermg into the cost of living. 
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different establishments. The figures given below 
illustrate the range from one industry to another in 
the full-time weekly wages of unskilled male workers 
in Great Britain and Germany, and the average 
hourly earnings of unskilled male workers in the 
United States. 1 The number of hours in a full-time 
week vary somewhat from one industry to another, 
but the variation is only to a small extent the cause of 
differences in the wages in different industries. In 
Great Britain the range in wages is abnormally great 
owing to the fact that industries which have felt the 
pressure of foreign competition have sustained mucir 
heavier reductions of wages during the depression 
which began in 1021 than the so-called sheltered 
industries.’ 5 

Great Britain. 

Weekly Bates of Unskilled Workers at September 30 tli, 1925, 


e. d. 

Building . . . . . . . . 55 7 

Engineering . . . 40 2 

Shipbuilding . . . . . . 38 5 

Railways . . . . . . . . 46 0 2 

Local authorities . . . . . . 53 5 

Gas works . . . . . . . . 52 31 

Electrical supply . . . . . . . - 54 10 


1 The British figures are taken from the M inistry of Labour 
Gazette , October 1925. The figures for Germany are from 
Wvrtschaft und StaUstik , No. 18, September 1925. Both the 
British and German figures are averages based on data for 
the chief towns or principal centres. The United States 
figures are compiled by the National Industrial Conference 
Board, an employers’ association. They are based on 
statistics of earnings obtained from the pay-rolls of a large 
number of representative firms. 

2 Certain classes of porters only. 
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Germany. 

Weekly Bates of Unskilled Workers m August 1925. 

RMks 

Building .. . . - . . ..44*37 

Mining .. .. . .32*58 

Metal 30*31 

Chemical . . . . . . . .32*54 

Wood .. .. . . . 39*75 

Paper . . .. . .28*66 

Textiles . . \ 24*67 

Brewing . . . . .40*47 

Printing . . .. - ..40*16 

National railways . . . .32*29 

Weighted average 1 .. .. 32*85 

United States. 

Average Hourly Earning s of Unskilled Workers in July 1925. 

Cents 

Iron and steel . . . . . ..49*8 

Foundries . . . .50*7 

Automobiles . . . . 50 9 

Chemicals . . . . . . 49 2 

Furniture . . . . . . . ..42*3 

Meat packing . . . . . .46*2 

Wool 50*0 

Paper and pulp . . - . ..45*2 

Boot and shoe . . . . . . .39*8 

Lumber and mill work . . . . . . 36*7 

Average 1 . . . . ..47*0 

The wage paid to unskilled workers in the lowest 
paid industry in which employers and workers are 
well organised might be taken as minimum wage for a 
district or country. Any one industry is, however, 
unsatisfactory as basis owing to the effects on it of 


1 Including other industrial groups. 
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exceptional economic conditions. The minimum wage 
should be established on a broader basis. Although 
suffering from the defect of being arbitrary, perhaps 
the most satisfactory method would be to fix the 
minimum at a given proportion of the average wage 
paid to unskilled workers in well-organised industries. 
Thus the minimum wage might be fixed at, say, 
80 per cent, of the average wage paid to unskilled 
workers in certain of the chief industries of the district 
or country. 1 

In selecting the industries to be taken as basis, it 
would be desirable to omit those in which wages are 
abnormally high or low owing to their special character. 
Thus, for example, in most countries wages for a full 
working week in the building industry are higher than 
those in most other industries, largely to make up for 
irregularity of employment. Again, at any given date 
wages in certain industries may be exceptionally low 
or high owing to special conditions of a temporary 
character. In the figures given above for Great 
Britain, wages in the engineering and shipbuilding 
industries are abnormally low in relation to those paid 
in other industries. In order to avoid the effects of 
temporary features account should as far as possible 
be taken of wages over a sufficiently long period with 
reasonably stable conditions. 

1 This would bo, in effect, to fix the minimum in relation 
to the wages of other groups of workers. The relation between 
this basis and those of the living wage and the capacity of 
industry to pay was noted in Chapter III. 
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Variations in the Cost oe Living according 
to District. 

Statistical enquiries show appreciable differences in 
the cost of living from one district to another within 
any country, although requirements of food, clothing, 
housing accommodation, fuel, light, and other com- 
modities are similar for the same grade of worker. In 
fixing minimum wages the object should be to secure 
equality of real wages in different parts of the country. 
This implies variation in money wages according to 
differences in the cost of living. 

In order to attain equality of real wages the wage- 
fixing authority may establish not a money minimum 
but a real minimum consisting of quantities of various 
articles of food, clothing, fuel and light, housing 
accommodation, and other commodities . 1 The total 
cost of these in any district would be taken as the 
money minimum wage for that district A variant of 
this method is to determine the minimum money wage 
for a given district and then to fix money wages in 
other districts in accordance with the relative cost of 
living so as to equalise real wages in all districts. This 

1 These quantities can be established on the results of 
f anally budget enquiries. Such enquiries have been con- 
ducted at various dates in a number of countries. The 
International Conference of Labour Statisticians held in 
Geneva m April 1925 passed a resolution recommending that 
those countries which had made no recent family budget 
enquiries should undertake such investigations as soon as 
conditions are sufficiently stable. Methods of conducting 
family budget enquiries are discussed in the International 
Labour Office Study, No. 9, Series N (Statistics), Geneva, 1926. 
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method is exactly the name m principle as that of the 
sliding scale which has been so widely applied during 
and since the war for the purpose of maintaining 
equality of real wages during periods of changing 
prices. 

The adjustment of wages in \arious localities in 
which the cost of living is diilerent is not free from 
difficulties, the chief of which is the determination of 
the limits of each district. Statistics show that the 
cost of living often varies more according to size of 
town than according to geographical region, and tins 
adds to the difficulty of defining the limits of the areas 
for which a given money wage shall he fixed 

In a later chapter an outline is given of the policy 
adopted by minimum wage fixing bodies in deter- 
mining wages for similar categories of workers in 
different districts. It may be noted here, however, 
that m Great Britain the Trade Boards have generally 
adopted the system of fixing uniform money rates for 
a given category of workers in different districts . 1 
This has led to complaints by employers in small towns 
that the rates fixed have been too high. Such com- 
plaints are justified if the cost of living is lower in the 

1 Various exceptions are indicated later. The difficulties 
under consideration are encountered not only by minimum 
wage jfixmg bodies, but also when collective agreements are 
being concluded by Trade Unions covering a whole country. 
In such eases localities are often graded, and wages differ 
by some recognised proportion from one grade of locality to 
another. This practice is common m Germany, and is also 
adopted in the building trade, railway, and other agreements 
in Great Britain. 
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small towns, as the fixing of a uniform money wage for 
small as for large towns implies that a higher real wage 
is being paid in the former. They are also justified if 
workers m the small towns are less efficient than those 
in large towns Where the differences in the cost of 
living or in efficiency are not large, however, the 
British practice of fixing uniform rates of wages for 
similar categories of workers in the different districts 
is not unsatisfactory. It has the advantage that the 
difficult problem of classifying districts according to 
differences in the cost of living is avoided. Also if 
uniform rates are fixed there is a tendency for differ- 
ences in the cost of living to disappear . 1 Further, the 
tendency of workers to move to the large towns to 
earn the higher wages paid there would, to a consider- 
able extent, be overcome. 

Index numbers showing differences in the cost of 
living from place to place would be of value as a guide 
in determining whether the inequalities are too great 
to permit of uniform money wages, and if so the 
adjustments necessary to secure the same real wages. 
In Great Britain recent information is not available 
showing the cost of living in different districts . 2 In a 

1 This tendency appears to have operated in a number of 
countries during the war owing partly to the regulation of 
prices and an increase m the mobility of goods, but no doubt 
partly also to the regulation of wages, greater uniformity of 
rates being established. 

2 Enquiries w^ere made m 1905 and 1912 by the Board of 
Trade (Cost of Living of the Working Classes, Beports of 
Enquiries, Cd. 3864 of 1908, and Cd. 6955 of 1913) into rents, 
retail prices, and standard rates of wages m the principal towns 
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number of countries, however, such data are published 
regularly in connection with the monthly or quarterly 
cost of living statistics. The table opposite gives 
index numbers for various towns or districts in Ger- 
many, Sweden, Switzerland, Great Britain, Canada, 
and Australia, showing inequalities in the cost of 
living. In each country the cost of living in the first 
town or district is taken as base (=100) and that in 
each other town or locality expressed as a percentage. 
The index numbers are not comparable internationally. 
In Australia, statistics showing the relation between 
the cost of living in various districts are used by 
minimum wage fixing bodies for the purpose of adjust- 
ing money rates of wages in such a way as to secure 
equality of real wages in different localities. 


Changes in the Cost of Living. 

If the cost of living changes in any district a fixed 
money wage represents a higher or lower real wage 

of the United Kingdom. Figures were compiled showing 
the relation of rents, retail prices, and standard lates of wages 
in certain occupations in various districts m comparison with 
those in London. The results of the two enquiries were 
generally very similar. The 1912 figures showed that retail 
prices m areas outside London wore 97*4 per cent, of those 
in London ; ients in other towns were *58*4 per cent, of those 
in London, while rents and retail prices together outside 
London wore 89 6 per cent, of those in London. Thus the 
chief cause of the differences was variations in rents, i.e. the 
most fixed and durable item entering into the cost of living, 
and those generally varied according to the size of the town. 
Outside London wages m the occupations covered were about 
84 per cent, of the London level. 
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Index Numbers showing Local Variations in the Cost 
of Living within Certain Countries generally 
during 1925 or 1926. 1 


Country and Locality 

Index 

Numbers 

Country and Locality 

Index 

Numbers. 

Germany — 


Great Britain 1 2 — 


Berlin 

iQo-o 

London . . 

100*0 

Hamburg. . 

106*8 

Newcastle-on-Tyne 

95*0 

Coblenz . . 

107*1 

Liverpool 

89-0 

Lubeck . . 

97*5 

Manchester 

88*0 

Luneburg 

94*2 

Birmingham 

87 0 

Magdeburg 

88*6 

Warrington 

85 0 

S loeden — 


Canada — 


Stockholm 

100*0 

Ontario . . 

100*0 

Lulea 

90*0 

Nova Scotia 

103*7 

Upsala 

85*8 

Quebec . . 

95*6 

Kristianstad 

80*8 

Manitoba 

99*8 

Jonkdpmg 

75*3 

Alberta 

104*8 

Visby 

79*1 

British Columbia 

116*6 

Switzerland — 


Australia — 


Berne 

100*0 

Sydney . . 

100*0 

Lucerne . . 

100*1 

Melbourne . . ; 

96*0 

Schaffhausen 

100*6 

Adelaide . . 

96*2 

Bale 

100 6 

Perth . . . 

94*0 

Lausanne 

102*4 

Brisbane 

85*7 

Geneva . . 

107*0 

Hobart . . 

95*5 


1 For Switzerland the index numbers are based on food 
prices only, while for Sweden, fuel and light are also 
included ; those for Australia cover food, groceries, and 
housing ; those for Great Britain cover food, housing, and 
coal, and those for Germany and Canada include food, fuel, 
light, and housing Similar indices are available for 1913-14 
m the cases of Germany and Canada ,* they show a consider- 
ably wider range than that indicated above. 

2 Figures for 1912, 
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according as prices have fallen or risen. Unless, 
however, there have been other changes than that in. 
the cost of living, eg. a change in productivity, the 
minimum real wage should be maintained unchanged 
This is oiled ed by adjusting the money minimum to 
changes in the cost of living by imams of a sliding 
scale. 

The sliding scale system has been so widely adopted 
since 19U that it is unnecessary to describe it m 
detail here It may suffice to emphasise a few points 
of a general character. The first is the importance of 
sound methods for the compilation of index numbers 
showing changes in the cost of living 1 Then, accord- 
ing to some systems of adjustment, part of the wage is 
fixed and part varies with the cost of living, in order 
to maintain the real wage unchanged, however, it is 
necessary that the whole wage should be variable m 
proportion to changes in the cost of living. The 
system of adjustment should include a provision that 
the wage will be changed only if the cost of living 
varies by not less than a given proportion, e.g. 5 per 
cent. In this way minor fluctuations are avoided 
The frequency with which wages should he adjusted 
depends on the rapidity with which prices change. If 
the price level is changing slowly, annual adjustments 
of wages may be adequate. In Germany even weekly 

1 On this question a number of resolutions voro adopted 
at the Second International Conference of Labour Statisticians 
held in Geneva, April 1925. A report prepared for the Confer- 
ence describes the methods adopted m various countries for 
the compilation of index numbors of the cost of living. 
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adjustments were not frequent enough to keep pace 
with the unparalleled depreciation of the value of the 
currency during the height of the inflationary period 
in 1923. 

The cost of living sliding scale system is of value 
only for maintaining real wages at a given level during 
periods of changing prices. If there is an increase or 
decrease in productivity a corresponding change in 
real wages may be justified, but the rigid application 
of the cost of living sliding scale system would prevent 
such alterations. Thus if this system alone had been 
adopted at the beginning of the nineteenth century 
the workers would not have benefited from the 
groat increases in production following the rapid 
developments of machinery which took place during 
the century. Improvements in productive processes 
leading to an increase in the supply of goods and a 
fall in prices would be followed, under the sliding scale 
system, by reductions in money wages, real wages 
remaining unchanged Clearly such a situation would 
be unsatisfactory and, by reducing demand for com- 
modities, would impose a serious check on increasing 
productivity. A method of avoiding this is now 
considered. 

Changes in the Capacity of Industry 
to Pay. 

The relation between the living wage and total 
productivity, and the interpretation of the principle 
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of capacity to pay in terms of what industry in general 
can afford, imply that wages, including minimum 
wages, should vary with changes in total productivity. 
In other words, if productivity increases, real wages 
should increase; and vice versa. 

To make such adjustments an index of changes in 
total productivity is necessary. w Indices on the lines 
required have been constructed in certain countries, 
notably in the United States . 1 The method adopted 
is to use series of statistics showing year by year the 
quantities of different commodities produced, e g. 
tons of coal, iron, steel, bushels of wheat. Series are 
selected which give the physical volume of the products 
of agriculture, mining, and manufacturing industries. 
The number of commodities included ranges from 
twenty to one hundred in different compilations. 

It is then necessary to combine the separate data 
into a single series indicative of general changes in 
material production. In doing so allowance must be 

1 For the United States, mention may be made of the 
researches of Dr. W. I. King, Dr. W. W. Stewart (American 
Economic Review, March 1921), and Dr. E. E. Day (Harvard 
Review of Economic Statistics , January 1921, and subsequent 
numbers). Indices of production are also pubhshed by the 
United States Department of Commerce m its Survey of 
Current Business , and by the Federal Reserve Board m its 
Bulletin. An article on <£ Indexes of Productivity of Labor 55 
was published in the U.S. Monthly Labor Review , July 1926. 

In Australia the Commonwealth Statistician compiles 
statistics showing the value and volume of production. These 
are published m Production Bulletins and also m the Common- 
wealth Year Booh. For Great Britain the studies mad® by 
Dr. Bowley into changes m the national income may be noted* 
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made for differences m the relative importance of the 
commodities included. Thus in Great Britain an 
increase of 50 per cent, in coal output would be far 
more important from the point of view of national 
productivity than a corresponding increase in the 
production of beet sugar. Allowance may be made by 
applying to the various series weights based on the 
relative importance of each commodity in the field of 
national production, e g. the number of persons 
employed in the various industries. 1 

If an increase in total productivity is merely the 
result of an increase in the total number of persons 
engaged in production, then, other things being 
equal, real wages should remain unchanged. There- 
fore, in constructing an index of material production 
for the adjustment of wages, account must be taken of 
changes in population, or rather in the number of 
persons gainfully employed. This is done by reducing 
the statistics to a per capita, basis. 

Changes in material production are generally 
irregular from year to year. Although a sound policy 
of credit control may diminish the degree of irregu- 
larity, it is probable that for many years to come 
cyclical fluctuations of industrial activity will remain 
a feature of economic life. It is undesirable that the 
basic minimum wage should follow closely the ups and 
downs of productivity during the business cycle, but 

1 Weights showing relative importance may alsb be based 
on other criteria, e.g. the aggregate value of production of 
each commodity, or the value added in the process of 
production. 
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rather the steady trend of per capita production over 
a period of years. Instead, therefore, of adjusting the 
wage each year in proportion to productivity in that 
year as compared with productivity during the previous 
year, the system of the long-period moving average 
might be adopted. Annual adjustments on the basis 
of a ten-year moving average have been suggested 
in the United States. Such a system would avoid 
variations from year to year in consequence merely of 
cychcal booms and depressions. It might be supple- 
mented by the proviso that only after an appreciable 
change in productivity should the basic minimum 
wage be altered. Unimportant modifications would 
be avoided by providing that no variation in the 
minimum wage should take place unless production 
showed an increase or decrease of a given percentage, 
say 3 per cent. 

Objections have been raised to the system of adjust- 
ment on the basis of statistics of past production. It 
may be unsatisfactory to raise wages at the beginning 
of 1927 merely because production during 1926 was 
higher than in previous years. Should there be a 
decline in productivity during 1927, industry would 
experience difficulty in paying the higher wages. In 
order to avoid this difficulty the proposal has been 
made that statistics of past productivity should be 
combined with an index of prospective productivity, 
which would give an indication as to probable con- 
ditions during the period in which the wages wifi be 
paid. 
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There has been an important development in recent 
years of indices of prospective productivity, in other 
words, of economic barometers. 1 The progress made 
is not yet sufficient to warrant their use as a regular 
determining factor, although the indications they give 
might be taken into consideration when wages are 
being adjusted. Also economic barometers might be 
used to modify the rigid application of a cost of living 
sliding scale. The statistics of the cost of living might 
show a fall of 10 per cent, during the past period If, 
however, the economic barometer should point to a rise 
in prices during the next period, it might be advisable 
not to effect the reduction in wages according to the 
cost of living sliding scale. To this extent account 
would be taken of the business cycle. 

Proposals on the lines under consideration have been 
made in the United States and in Australia. In the 
United States the adoption of the principle that wages 

1 The best-known economic barometers are those published 
by the Harvard Umversity Committee on Economic Research 
and the London and Cambridge Economic Service. Various 
other economic barometers are also constructed m the Umted 
States. The Federation of British Industries publishes a 
barometer ; while in France and Belgium barometers are 
constructed. It is probable that in a number of other 
countries the compilation and scientific combination of 
statistical series with the object of enabling tentative fore- 
casts to be made of industrial conditions will before long be 
undertaken. For a short account of the objects and 
methods of compilation of economic barometers see : Inter- 
national Labour Office : Studies and Reports, Senes N 
(Statistics), No. 5, Economic Barometers * a Report sub- 
mitted to the Economic Committee of the League of Nations, 
Geneva, 1924. 
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should be adjusted to changes in the product of the 
whole of industry has been advocated to some extent 
by the Trade Unions. A detailed memorandum on the 
subject was submitted to the House of Representatives 
Committee on Labor by an association of machinists 
in connection with a Bill to create a wage board for 
employees m naval dockyards and arsenals. 1 The 
essential feature of the proposal was the construction 
of an index of per capita production and the adjustment 
of wages to the changes indicated. 

More elaborate is the proposal of the Economic 
Commission on the Queensland Basic Wage appointed 
at the end of 1924 by the Queensland Court of Indus- 
trial Arbitration. 2 In its Report the Commission 
recommended that C£ the chief guide to be followed by 
the Court in declaring a Standard Basic Wage for 
industries of * average prosperity ? should be the 
capacity of the industry to pay/ 5 and that at different 
dates changes in <c capacity to pay should be deter- 
mined from figures showing changes in income per 
head, past pioduction per head, and future production 
per head. 55 In other words, an index of capacity to » 
pay would be constructed by combining three separate 
series of statistics : first, an index of per capita income 
calculated from income tax statistics, together with 
data for persons who do not pay income tax, i.e. 

1 Report presented to the House Committee on Labor, 
67th Congress, 2nd Session (1922). See H. Feis, Principles 
of Wage Settlement , p. 402. 

2 The Queensland Industrial Gazette, vol. N, No, 3, 
March 24th, 1925, pp. 185-214. 
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mainly wage- earners ; 1 second, an index of per capita x 
material production based on statistics of the total 
value of material production in the chief industries and 
the number of persons employed ; third, an index 
of prospective production during the months imme- 
diately ahead, constructed from data of the volume 
and value of stocks of raw materials together with the 
prices of the stocks and shares of the Government and 
of business companies as shown by Stock Exchange 
quotations. 

Broadly speaking, the general level of wages in any 
country does vary in accordance with changes in the 
national dividend The studies of Professor Bowley 
and Dr. King mentioned in the preceding chapter 
indicate this tendency for Great Britain and the 
United States. Less complete information available 
for Australia, Holland, and other countries points in 
the same direction. The value of the proposal under 
consideration is, however, that minimum wages, 
instead of being varied by the rough interplay of 
forces and the relative strengths and tactical advan- 
tages of rival organisations, with all the friction and 
loss involved in the struggle, would be adjusted by 
means of a scientific measure of changes in the nation's 
income. 

As the efficiency of industry improves it is essential 

1 For practical reasons the Commission found that, at 
present, owing to the absence m Queensland of the informa- 
tion necessary for the construction of an index of income per 
heady the index of capacity to pay could be constructed from 
the indices of past and prospective production only. 
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that real wages should increase. The volume of 
production depends primarily on ability to market the 
product. As the demand of the wage- earners is one 
of the chief constituents of total demand, it would be 
almost impossible to market an increased volume of 
goods per head without an increase in real wages. It 
is immaterial from this point of view whether the rise 
in real wages results from an increase in money wages 
or from a fall in prices. 

The strict application of the principle of adjusting 
real wages to changes in the total productivity of 
industry implies that the share of the product of 
industry received by the workers remains unchanged. 
Whatever may be said in favour of changes in the 
proportion of the national dividend which goes to the 
workers, it is desirable that any general increase in 
productivity should be accompanied by a correspond- , 
ing rise in real wages. 

To summarise the conclusions of the preceding 
sections, in each country there should be fixed a limit 
below which no wage should fall. This minimum should 
be based on the capacity to pay of industry in general. 
In practice, the most satisfactory method of deter- 
mining the minimum would be to fix it at a given 
proportion, e g. 80 percent., of the average wage paid 
to unskilled workers in a number of the chief industries 
of the country. Since the minimum wage is to be 
based on the capacity to pay of industry in general, 
changes in the productivity of industry should be 
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accompanied by corresponding changes in the minimum 
wage. These adjustments would be made by means 
of an index of per capita material production. 

Preliminary Measures. 

The programme outlined above, involving as it does 
the fixing of a national minimum real wage, must not 
be regarded as immediately attainable but as the aim 
of legislation and administrative measures 1 Instead 
of at once declaring a national minimum in any 
country, the first step is the establishment of 
machinery with the object of improving the wages of 
workers in a few of the lowest paid unorganised indus- 
tries. This improvement could be effected by boards 
set up separately in each industry, no attempt being 
made to fix uniform wage rates in the different indus- 
tries. The number of boards could be gradually 
increased until the system applied to all unorganised 
industries in which the wages of unskilled workers 
were considerably below the general level. An alter- 
native method is the fixing of minimum rates in 
different industries by a Central Commission on the 
advice of a representative board in each industry . 2 

If boards are set up in different industries many of 
the problems with which they deal are similar. The 
board m one industry is influenced by the methods 

1 In certain countries with widely differing economic 
regions several real mimma may he necessary. 

2 The mam features of different types of wage-fixing machin- 
ery are outlined m Chapter X. 

G 
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adopted by other boards, and in fixing minimum rates 
reference is made to rates in other industries, especially 
those in which boards have been established. In this 
way a tendency for inequalities to be diminished 
operates, which could be strengthened by systematic 
co-ordination between the various boards. Maximum 
co-ordination is possible if rates in different industries 
are fixed by a Central Commission. 

In Great Britain a measure of co-ordination of the 
work of different Trade Boards is effected by the 
Ministry of Labour, and by a number of employers’ 
and workers’ representatives as well as of disinterested 
(“appointed”) members sitting on several boards. 
Also when a board is considering what minimum 
wages to fix, reference is frequently made to the 
minimum rates fixed by other boards. Consequently 
not only have the boards been instrumental in 
raising the wages of workers in the industries covered, 
but there has been a tendency for the disparity 
from one industry to another to be decreased. An 
examination of the general minimum time rates fixed 
by British Trade Boards for the lowest grades of 
experienced male and female workers shows compara- 
tively small differences from one industry to another. 
About 80 per cent, of the rates in force for male 
workers at the beginning of 1926 were from lid. to 
Is. 2d. per hour, or from 44s. to 56s. for a week of 48 
hours. In the case of female workers nearly 90 per 
cent, of the rates were from 6|d. to 7|d. per hoi^r, or 
25s. to 80s. for a week of 48 hours. Six rates for male 
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workers were below I Id. per hour, the lowest being 
lOd ; only one rate for female workers was below 6fd. 
per hour. 1 With a strengthening of co-ordinating 
tendencies it should be possible in the course of a few 
years to reduce the differences between the wages of 
unskilled workers in the industries covered by Trade 
Boards till an effective national minimum could be 
declared without imposing undue strain on any in- 
dustry. A Central Commission would be necessary for 
the declaration of this minimum. 

The object of Trade Boards or a Central Commission 
in any country should be not merely to raise the wages 
of unskilled workers in the different industries but, by 
narrowing the range of those wages, to prepare the 
way for the adoption of a national minimum. In 
industries in which wages are below the level deter- 
mined according to the method suggested in Section I 
of this chapter, the task of minimum wage machinery 
should be to raise wages to that amount. If after a 
reasonable time this objective has not been attained 
such a wage should nevertheless be then declared as a 
national minimum applicable to all industries. 2 

National minimum wages already exist in New 
Zealand and in various States in Australia ; wages of 
State-wide application have been fixed for women in 

1 Eighteenth Abstract of Labour Statistics of the United 
Kingdom (Cd. 2740, London, 1926), p. 109. 

2 The conditions of agricultural workers differ to such an 
extent from those of industrial workers that special measures 
for tHe fixing of minimum wages for workers in agriculture 
will often be necessary. 
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certain States of the United States of America. In 
Great Britain in 1919 a Committee of the National 
Industrial Conference affirmed the principle of national 
minimum rates of wages, and a Government Bill was 
subsequently introduced for the appointment of a 
Commission to enquire into and decide what such 
minimum rates should be, “ regard being had To the 
cost of living in the various districts 55 No progress 
was made with this Bill, and similar measures intro- 
duced in Parliament more recently have met with no 
success. The principle of the national minimum is, 
however, more widely supported in Great Britain than 
might at first be thought. Thus, for example, in a 
leadmg article on “ The Basis of Wages 55 published in 
The Times , June 16th, 1925, the opinion was expressed 
that £c there is a general agreement that a wage of 
somewhere about the lowest figure enforced by Trade 
Boards should be a first charge on any industry.” 1 

The fixing of a national minimum would not do 
away with the need for Trade Boards or other 
machinery for fixing minimum rates in various indus- 
tries. It would still be necessary for wages to be 
regulated in industries in which employers and workers 
were not well organised, and in which wages were 

1 According to information published m the Eighteenth 
Abstract of Labour Statistics of the United Kingdom, the 
lowest figure fixed by any Trade Board at the beginning of 
1926 was lOd. per hour, or 4 Os. per week of 48 hours, for f 
unskilled adult male workers, and 6£d. per hour, or 25s. per 
week of 48 hours, for unskilled adult female workers {apart 
from an exceptionally low rate of 5Jd. per hour fixed by on© 
board for adult women in the Orkney and Shetland Islands 
only). 
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consequently low. The machinery set up would as 
far as possible fix rates of wages of unskilled workers 
above the national minimum, and determine the rates 
of wages of various grades of skilled workers. It 
would also deal with piece rates, special rates for 
learners, etc. Its function would be to determine 
wages and other conditions of labour in unorganised 
.trades, thus providing a substitute for collective 
agreements reached in the organised industries. 

Exceptions to the general minimum time rate may 
be nepessary in two cases. First, a somewhat lower 
minimum may be allowed to help an industry during 
an experimental period or to tide over other temporary 
periods of difficulty. Special measures may be neces- 
sary in the case of an industry suffering from severe 
foreign competition. The fixing of lower wages to 
meet such circumstances should be agreed to only as a 
temporary measure, and the period during which this 
exceptional treatment would operate should be fixed 
as definitely as possible. The decision to fix wages 
below the general minimum should be made only after 
a full examination of the financial condition and 
prospects of the industry. 

The second class of exceptions to the general mini- 
mum time rate is that of sub-normal workers who by 
reason of some defect are below the ordinary level of 
efficiency. The question of allowing such workers to 
be epiployed at wages below the general minimum is 
considered in some detail in a later chapter. 



CHAPTER VII 

PROVISION FOR THE WORKER’S FAMILY 

In previous chapters reference has been made to the 
workers 5 demand for a living wage, hut although 
mention has been made of laws which provide for the 
■frying for adult male workers of minimum wages 
adequate for a man with wife and three children, 
there has been no attempt to examine whether or not 
such a basis be reasonable. In the present chapter this 
attempt is made. 

The worker regards his wage not merely as payment 
for work done but also as the means of supplying his 
needs and those of his dependants. These require- 
ments are variable. Many unmarried workers have 
only themselves to maintain. Other workers have 
large families to support. Clearly a wage which is 
more than sufficient to supply the needs of the former 
may be inadequate for the latter. 

Under the systems of wage payment applied in 
most countries no account is taken of the differing 
needs of the workers. Generally workers engaged on 
similar work in a given establishment or district 
receive the same rate of wage, without regard to the 
fact that some are unmarried, while others have 
families to support. In some occupations a time 
basis is adopted, the workers being paid so much per 
hour, per day, or per week. In other occupations, 
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output forms the basis, so much per piece being paid. 
Neither system takes account of differences in needs ; 
the principle of “ equal pay for equal work ” is applied. 

In wage negotiations for the fixing of time or piece 
rates the workers often claim that the rates must be 
sufficient to supply family needs. Generally they 
demand a wage adequate for a family of average size ; 
almost always such a family is regarded as consisting 
of husband, wife, and three dependent children. Since, 
however, the wage applies equally to all workers of 
given grade irrespective of the numbers of their depen- 
dants, the fixing of the wage on the basis of the 
requirements of an average family involves no breach 
of the principle of “ equal pay for equal work. 5 ’ 

If a family of husband, wife, and three dependent 
children be typical, and the number of families with 
more or fewer children be small, then the system of 
fixing wages on the basis of a five-member family will 
give fairly satisfactory results. Statistics show, how- 
ever, that the family of five is not typical. In England 
and Wales, according to the 1921 Census, 26-6 per cent, 
of all adult males twenty years of age and over were 
unmarried. The following figures show the per- 
centages for married men without children and with 
children under sixteen years of age : — 

Per cent. 


Without children, or chd not furnish information . . 43 

V ith one child . . . . . . . . . . 23 

With two children . . . . . . . . . . 15 

With three children . . . . . . . . . 9 

With four or more children . , . . . . , , 10 
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The average number of children under sixteen years of 
age per married worker was only 1*27, and the average 
per man about one child 1 

In such conditions the payment to all workers of a 
wage adequate for a family of five implies that large 
numbers of workers enjoy a surplus over subsistence 
requirements For a comparatively small percentage 
of workers the wage is just adequate, while for families 
with more than three children there is insufficient 
provision. A similar criticism can be directed against 
any system whereby workers are paid at a flat rate. 
Only by variation according to needs can the difficulty 
be removed. 

The case against the system of payment at a flat 
rate to all workers of given grade is not strong where 
the standard of living provided by the wages is high. 
If the wage provides a good standard of comfort for a 
family of five, then larger families, although unable to 
enjoy equal comforts, will not be deprived of neces- 
saries. Where the standard of living provided by the 

1 Professor Paul H. Douglas, in an article “ Is the Family 
of Five Typical ? ” gives figures for France, Belgium, India, and 
the United States, as well as for Great Britain, which show 
that m none of these countries does the number of families 
with three dependent children exceed 20 per cent, of the 
total number of families covered by the statistics. The great 
majority of families, in some countries more than 80 per 
cent., have fewer than three dependent children ( Quarterly 
Publication of the American Statistical Association , September 
1924, pp. 314-28). 

Mr. A. B. Piddmgton, K.C., in The Next Step : a Basic 
Family Income , Melbourne, 1922, shows that in Australia 
the family of five is not typical. 
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wage is low, the case against the system of equal pay is 
strongest. In low-paid industries the wage may be 
adequate only for a worker with wife and one child ; 
workers without children enjoy a surplus over mere 
subsistence requirements, while those with large 
families suffer privation. To avoid the defects of the 
system of equal pay, that of “ payment according to 
need, 5 ’ often known as the “ family allowance system,” 
has been adopted in some countries and advocated in 
others 

It is necessary to examine this system at some 
length, as its adoption would fundamentally affect the 
whole range of wage regulation. 

The Family Allowance System . 1 

This system implies an improvement in the distri- 
bution of that part of the national dividend which is 
paid to the workers. It is this improvement which 
provides family allowance advocates with their 
strongest argument. The introduction of the system 
need involve no change in the total wage bill, but be 
merely a redistribution by which the resources of 
workers whose families are larger than the average are 
increased at the expense of workers with families 

1 Details of the application of the family allowance system 
in various countries are given in International Labour Office 
Studies and Reports, Series D, No. 13, Family Allowances, 
Geneva, 1924. The case m favour of the system is developed 
by Miss Eleanor F. Rathbone m her book, The Disinherited 
Family, London, 1924, and by Professor Paul H. Douglas m 
Wages and the Family , Chicago, 1925. 
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smaller than the average. As indicated later, however, 
the family allowance system has sometimes been 
adopted to meet a reduction in total real wages. In 
such circumstances the change in the method of 
distribution serves to mitigate the effects of the fall m 
real wages by concentrating the reduction on those 
with few dependants As was stated by the Coal 
Commission in its Report, “ The introduction of a 
system of children’s allowances will raise the standard 
of living if the total wage bill remains unchanged, and 
may neutralise largely or completely any evil effects 
that would otherwise result from a fall of wages.” 1 

The essential features of a complete system of 
payment according to need are the payment of an 
equal wage to all workers of given grade, together 
with allowances for the maintenance of the wife and 
children of the married worker The greater the 
number of dependants, the higher the total amount of 
the allowances. If the allowances be adequate for 
the maintenance of dependants, the worker will have 
himself alone to provide for out of his wage 

In practice nowhere does a complete system of 
family allowances appear to have been applied. The 
allowances have usually been inadequate for the 
maintenance of the dependants in respect of whom 
they have been paid. Also, in many cases, allowances 
have been paid for children but not for the wife. 

1 Report of the Royal Gom f rmss^on on the Goal Industry 
(1925), Cd. 2600, London, 1926, vol. 1, p. 162; see 'also 
p. 235, 
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Sometimes they have been paid only for families over 
a given size, e.g. with more than two children. 

The principle of payment according to need was 
partially applied in most European countries during 
the war and in the years immediately following its 
termination 1 In many cases the system developed 
from the practice of meeting the rise in prices by 
adding to basic wages cost of living bonuses differ- 
entiated according to family needs. This practice 
served to mitigate the worst effects of the fall in real 
wages which accompanied the depreciation of the 
currency. However, it was regarded in a number of 
countries as a means of dealing with exceptional con- 
ditions, and not as a permanent method of providing 
for workers’ dependants. Therefore, when more normal 
conditions were restored, the family allowance system 
declined in importance in many countries. Especially 
in Scandinavian countries, Switzerland, and Italy there 
was a rapid return to the system of equal pay for 
equal work. From 1921 onwards the family allow- 
ance system ceased to be applied in these countries 
for workers in private industry, although in some of 
them it was retained in the public administrative 
services. In Czechoslovakia also the system declined 
rapidly in importance during 1921 and 1922, although 
it continues to be applied in certain industries. In 
Austria and Poland, currency depreciation and the 

1 Even before the war the principle had been adopted in 
a few cases. Thus in France allowances for dependants 
were paid to State employees in some of the public administra- 
tive services. 
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consequent rise in prices continued for a period after 
comparative stability had been reached in the 
countries already mentioned, but, after more stable 
conditions were restored, the system of family allow- 
ances received less and less application. Finally, in 
Germany, where the principle of payment according 
to need had received extensive application during the 
period of inflation, a marked reversion to the system 
of equal pay followed the stabilisation of the currency 
at the end of 1923. 1 

In the countries mentioned in the preceding para- 
graph the family allowance system has been mainly 
a temporary expedient, although, once introduced, 
probably it will not altogether disappear. Very 
different is the situation in France, where, although 
the system was introduced during the war for similar 
reasons to those which led to its adoption elsewhere, 
there are special conditions which indicate greater 
possibilities of permanence. The system has been 
welcomed as a means of increasing the birth-rate, and 
its development is encouraged with the object of 
maintaining or increasing the population. From 1920 
onwards the system has steadily increased in impor- 
tance, both as regards numbers of workers covered 
and rates of allowances paid. - In Belgium, largely in 

air* 

} An article by Dr. \Busze comparing the extent of 
application of the family allowance system in Germany m 
1922-3 and two years later was published m the Reichsarbeits- 
olatt, January 24th, 1926. 

*In May 1926, according to a Report presented to the 
bixth National Congress of Equalisation Funds bvM. Bonvoisin, 



PROVISION FOR THE WORKER’S FAMILY 109 


imitation of France, an important development began 
in the autumn of 1922, and continued throughout 1923. 
Subsequent extension was less rapid, but the system 
established shows signs of permanence. 1 In other 
countries of continental Europe the payment of family 
allowances has developed to some extent, e g in Holland, 
the Serb-Croat-Slovene Kingdom, and Rumania. 

Propaganda in favour of the family allowance 
system has been undertaken in Great Britain, Aus- 
tralia, and, less extensively, in the United States. In 
these countries the case for the payment of family 
allowances is not based on the necessity of dealing 
with an exceptional situation nor on a desire to 
increase the birth-rate. It is based mainly on the 
argument that in any community a higher general 
standard of living can be attained under the family 
allowance system than under that of “ equal pay.” 

Methods of Providing Family Allowances. 

Family allowances may be provided out of funds 
supplied by the workers, the employers, or the State, 

Director of the Comite Central des Allocations Familiales, 
the number of workers in establishments m private industry 
which paid family allowances was 2,600,000, To these should 
be added about a million manual and non-manual workers 
covered by the family allowance system m public administra- 
tive services (La Journee Industrielle, May 16th-17th, 1926). 

1 At the end of 1925 the number of workers in private 
industry covered by the system was over 300,000, or more 
than 20 per cent, of all such workers. In addition, family 
allowances were paid m public administrative services. 
(Bulletin du Comite Central Industriel de Belgique, Novem- 
ber 11th, 1925, pp. 886-92.) 
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or by any combination of these three. A group of 
workers, e.g. members of a Trade Union, might agree 
that each worker should contribute regularly a given 
sum to a fund from which the allowances would be 
paid . 1 In practice family allowances are generally 
paid out of sums provided by the employers. Almost 
always provision by employers has been voluntary, 
either in accordance with collective agreements or 
solely on the initiative of the employers. In Central 
European and Scandinavian countries applications of 
the family allowance system have generally been based 
on collective agreements. In Erance and Belgium the 
employers have almost always introduced the system 
on their own initiative with little or no regard to the 
views of the workers’ organisations. 

Where employers pay family allowances directly to 
their workpeople, whether in accordance with the 
terms of collective agreements or on their own initia- 
tive, there is the danger that they may dismiss workers 
with families, especially those with large families, and 
replace them, as far as possible, by unmarried workers. 
By this means the amount paid in allowances will be 
reduced. The most satisfactory way of removing this 
danger is to adopt the equalisation fund system. 
Instead of allowances being paid directly to the' worker, 

1 _In Belgium the Confederation of Christian Trade Unions 
decided, in 1924, to estabhsh a fund from which children’s 
allowances would be paid to members of affiliated unions. The 
fund was to be maintained by payments by affiliated unions 
of a sum of 275 francs per member per annum. Allowances 
were to be paid in respect of children under sixteen years 
fr ° m * he third Cluld (Revue de Travall > March 31st, 
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the employers of a given industry or district constitute 
a common fund from which allowances are paid. The 
contributions of each employer to the fund are based 
on some factor not proportionate to the number of 
his workers 5 children. Among such factors are the 
total number of his workers and his total wage bill. 
Equalisation funds on these lines have developed to 
an important extent in France and Belgium, and 
appear to have been successful in preventing dis- 
crimination against workers with large families. 1 In 
Germany, family allowances have generally been paid 
directly, few equalisation funds having been set up. 
Nevertheless, there has been little discrimination against 
married workers, partly, no doubt, because the allow- 
ances have usually been small in amount and therefore 
the inducement to prefer unmarried workers slight. 

Legislation has been proposed in various countries 
with the object of making compulsory the payment of 
family allowances out of equalisation funds maintained 
by contributions from employers. Especially in France, 
the Commonwealth of Australia, and the State of New 
South Wales such measures have been discussed. In 
France a law was passed in December 1922 making 
the payment of allowances and membership of an 
equalisation fund obligatory on employers engaged on 
State contracts. In Austria a law passed at the end 

1 In France, in May 1926, the number of equalisation 
funds was 195, covering 14,000 establishments with 1,300,000 
workers. In Belgium, at the beginning of 1926, the number 
of funds associated with the Comite d’ Etudes des Allocations 
Familiales was 12, covering 773 establishments with over 
150,000 workers. 
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of 1921 introduced a general system of family allow- 
ances paid by employers through the intermediary of 
district equalisation funds 1 By the autumn of 1922, 
owing to currency depreciation, the real value of the 
allowances became negligible, as they were not ad- 
justed to the change in the value of the monetary 
unit. In March 1926 the system came to an end with 
the expiration of the law. 

In certain-, European countries and in Australia 
many workers’ organisations advocate the provision 
of family allowances out of State revenues. In 
France a law of July 22nd, 1923, provides for the 
payment -of allowances by the State in respect of all 
children after the third under thirteen years of age. 
In this case the cpnnection with the wage problem is 
remote, the main object of the law being to encourage 
an increase in the birth-rate. In New Zealand in 
1926, an Act was passed to provide family allowances 
out of State revenues. (See page 119.) One other 
method of providing sums necessary for the payment 
of family allowances may be mentioned, that of divid- 
ing the cost between the State, the employers, and the 
workers. Such a system could be organised on similar 
lines to those adopted for unemployment and other 
forms of social insurance. 2 

1 The system was introduced to facilitate the abolition 
of food subsidies which had previously been paid. It 'was 
generally regarded as a temporary expedient. 

2 This method has been advocated by Mr. J. L. Cohen in 
Family Income Insurance : a Scheme of Family Endowment 
by the Method of Insurance , London, 1926. 
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Effect on Population. 

Although the system of family allowances provides 
a better distribution of resources than that of equal 
pay, this does not prove the desirability of introducing 
the system. Enquiry must be made into the reactions 
which are likely to follow its adoption. Chief among 
these is the effect on population. 

In any country already sufficiently populated a 
system leading to an increase iri the birth-rate would 
tend to result in a reduction in the average standard 
of living In the case of Great Britain the view is 
widely held that, with existing methods of production, 
any considerable increase in population would be 
undesirable. Therefore the introduction of the family" 
allowance system would be unsatisfactory if it would 
lead to an increase in population. Although its 
adoption would result in improved distribution, this 
advantage would be outweighed m the course of time 
by the lowering of the standard of living which would 
result from the pressure of an increased population on 
the resources available. 

In France, where an increase in the birth-rate is 
much desired, the family allowance system is regarded 
as an important means to this end. In Great Britain 
advocates of family allowances claim that the system 
would substantially lower the birth-rate of the poorer 
wage-earning classes, that it would probably slightly 
raise the birth-rate of the artisan and lower middle 
classes, and that it would have practically no effect on 

H 
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the birth-rate of the wealthy classes. 1 This con- 
clusion is based mainly on the fact that the birth-rate 
is often less among classes whose standard of living is 
high than among classes with a low standard. Advo- 
cates of the system believe that at present, in the case 
of the classes with the lowest incomes, “ the hopeless- 
ness of a proper discharge of parental obligations 
breeds a recklessness in incurring them. 55 They con- 
sider that the proper discharge of parental obliga- 
tions would be facilitated by a system of family 
allowances, and this might result in a reduction in the 
birth-rate among the lowest paid groups. In the case 
of the artisan and lower middle classes foresight is 
generally exercised, and the parents endeavour to 
restrict their families to a size appropriate to their 
income. It is thought that some increase in the birth- 
rate of these classes would follow the removal of the 
“ economic restriction on parenthood 55 resulting from 
the introduction of a system of family allowances. 

Thus there are two views as to the effect of a system 
of family allowances on population. Which is cor- 
rect ? To this question no satisfactory answer is forth- 
coming. The problem is examined in a report prepared 
by the International Labour Office early in 1926 on 
“ The Effects of Family Allowances and the Relation 
between the Provision of Family Allowances and 
Social Insurance. 55 The investigations on which the 
report is based were limited to France and Belgium, 
“the only countries for which there appeared any 

1 The Disinherited Family, by Eleanor F. Hathbone, p. 247. 



PROVISION FOR THE WORKER’S FAMILY 115 


possibility of securing a basis for even tentative 
conclusions as to the effect of family allowances. 55 In 
the case of Belgium, enquiry showed that the system 
is too recent a development to permit of definite 
conclusions regarding its effect on the birth-rate. For 
France the report states that the information available 
is very inconclusive, and reference is made to the 
difficulty of distinguishing the influence on the birth- 
rate of the payment of family allowances from that of 
other factors 1 

The effect of family allowances on the birth-rate will 
depend to a considerable extent on the amounts paid 
and the system of payment. Large allowances paid 
on an ascending scale, i.e. with a higher amount for 
each succeeding child, would probably cause an 
increase in the birth-rate. In the different countries 
which have introduced the system of family allowances 
the amounts paid have generally been far from 
covering the whole cost of maintenance of children. 
In France, in May 1926, the average rates of allowance 
based on the scales of the thirty chief equalisation 
funds, whose payments represent 80 per cent, of total 
allowances, were as tabulated below. 2 Figures are also 

1 The report was based mainly on information compiled 
by the French Comite Central des Allocations Familiales. 

2 Figures from the Report to the Sixth National Congress 
of Equalisation Funds by M. Bonvoism, Director of the 
Comite Central des Allocations Familiales (La Journee Indus - 
tnelle, May 16th- 17th, 1926). Certain equalisation funds pay 
allowances at rates considerably above the average. The Michelin 
Company pays allowances accordmg to a high scale, i e. 75 
francs for the first- child, 75 francs for the second, 150 francs 



116 


A STUDY ON THE MINIMUM WAGE 


given of the percentage additions which the allowances 
make to the wages of an adult workman with a wage of 
750 francs per month. 



Average Allowance 
per Month 

Percentage 
Addition to Wage 
of 750 Franca 
per Month 

For 1 child . . 

Francs 

25-23 

31 

For 2 children 

63 02 

8* 

For 3 children 

109 47 

14* 

For 4 children 

173*16 

23 

For 5 children 

240 34 

32 

For 6 children. 

318-00 

42 


Although important, the amounts paid m allowances 
are considerably below the cost of maintenance. It 
may be estimated that in France, at the beginning of 
1926, the average costs of maintaining children of 
various ages were 1 : — 

Children under one year of age — about 125 francs per 
month ; 

Children one to three years of age — about 125-250 francs 
per month ; 

Children over three years of age — 250-365 francs per 
month. 

for the third, and 100 francs for the fourth and succeeding 
children. Statistics have been compiled which seem to show 
that the payment of these allowances has resulted in an increase 
in the birth-rate among workers in Michelm undertakings. 

1 These estimates are based on figures for 1923 and 1924 
given in a report on the cost of the birth and maintenance of 
children by M. Dupont, Director of the Lille Textile Family 
Allowance Fund (Official Record of the Fourth National 
Congress of Equahsation Funds). Adjustment has been 
made to allow for the changes in the cost of living. 
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In Belgium the scales of allowances are generally lower 
than those of France. In Germany only in a few 
occupations and industries, including State employ- 
ment and coal-mining in certain districts, do the 
allowances constitute an important addition to the 
wage. In no country have allowances adequate for 
maintenance been paid. 

CONCLUSION'S. 

The family allowance system has been examined in 
some detail on account of its close relation to various 
wage problems and because it is intimately connected 
with one of the main purposes for which minimum 
wages are fixed. The minimum wage principle is 
applied because the standard of living of certain 
groups of workers is low. The low standard is due in 
some cases to the low productivity of the industry. In 
other words, the amount available for distribution as 
wages is inadequate. By the improved distribution 
which the family allowance system implies the amount 
available might become adequate for a reasonable 
standard of living. 

Against this advantage there are important defects. 
However, for one group of workers the balance is 
on the side of the family allowance system. This 
group consists of workers whose wages are below the 
level considered reasonable in relation to the general 
standard of living of the community. For such 
workers the institution of a system of family allowances 
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is desirable. The greatest poverty is experienced by 
workers in this group who have large families. The 
productivity of the industries concerned is at present 
inadequate satisfactorily to supply their needs if the 
system of equal pay is retained. By introducing the 
family allowance system the same total wages bill 
would provide a more satisfactory standard of living, 
and poverty would be diminished 

Objection is raised to the application of the system 
to the lowest paid workers on the ground that it would 
lead to an increase in the birth-rate of the least desir- 
able class of the community But the birth-rate of 
this class is already high. Poverty has not caused the 
restraint that might have been expected, and it is 
unlikely that a system of allowances on a descending 
scale would lead to any considerable increase in the 
birth-rate. 

A further objection is raised that provision of 
allowances for the children of the lowest paid classes of 
workers would encourage laziness. This might be the 
case if the allowances were not related to employment ; 
for example, if they were paid by the State On the 
other hand, if payment of allowances and wage ceased 
when the worker was out of a job, there would be every 
inducement to remain in employment. 

The adoption of the family allowance system for the 
class under consideration would be merely an extension 
of a system already applied for the prevention of 
poverty, e.g. in the case of poor relief and unemploy- 
ment benefits. In outdoor relief the principle of 
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payment according to need is adopted. Also in a 
number of countries unemployment insurance benefits 
are varied according to size of family. In Germany 
and certain other countries, as has been seen, the 
family allowance system was applied during and since 
the war to mitigate the effects of the low level of real 
wages consequent upon currency depreciation. An 
Act passed by the New Zealand Legislature in 1926 
provides for the payment of allowances to those with 
large families and small incomes ; allowances of 2s. 
per week are to be paid in respect of each child under 
fifteen years of age in families with more than two 
children, provided the average income of the family, 
exclusive of the allowances, does not exceed £4 per 
week. 1 In each of these cases the object in view in 
adopting the system of payment according to needs 
has been to prevent misery. One of the objects of the 
British Coal Commission in proposing the adoption of 
the family allowance system for coal-miners was to 
diminish the harmful effects of the reduction in wages 
which the economic conditions of the industry appeared 
to demand. 

The adoption of the family allowance system is 
advocated above as a means of preventing privation 
and distress among workers with unduly low wages. 
In the case of other groups than the lowest paid, 
most workers have a margin above mere subsistence. 
Workers with large families are obliged to sacrifice 

1 To very large families allowances may be paid though 
income exceeds £4 per week. 
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comforts during the years when their children are 
dependent. On the other hand, they enjoy a higher 
standard of living before marriage and when their 
children become self-supporting. The family allow- 
ance system would increase the standard of living of 
the worker during the period of dependence of his 
children at the expense of a lower standard before and 
after that period, and also at the expense of the worker 
with few or no children. 

The effects of family allowances on population 
become of outstanding importance when it is proposed 
to apply the system to a large section of the community 
In view of the uncertainty regarding these effects the 
family allowance system, if it is to be applied on 
a scale considerably wider than to a comparatively 
small group of workers whose wages are unduly low, 
should be introduced experimentally on a voluntary 
basis by agreement between employers and workers, 
and not by a State-established system The introduc- 
tion by a State already sufficiently populated of a 
scheme for the payment of allowances adequate for the 
maintenance of all children, or of the children of large 
classes of the community, would be inadvisable. By 
whatever system such a scheme would be financed, 
estimates would be essential of the annual amounts 
required to provide the allowances for a period of 
years. In making these estimates it would be neces- 
sary to know the probable number of children in respect 
of whom allowances would be paid, and the average 
amount of the allowance. The latter of these elements 



PROVISION FOR THE WORKER’S FAMILY 121 


would be known, but it would be impossible to make a 
reasonably accurate forecast of the number of children 
there would be in a community after a period of years 
during which allowances adequate for maintenance had 
been paid. The number would depend on the effects 
of the system on the birth-rate and on the child mor- 
tality rate. At present any estimate on these lines 
would be largely guess-work. 

To sum up, the family allowance system is desirable 
as a means of preventing privation among a com- 
paratively small group of workers whose wages are 
exceptionally low. Its value in the case of other 
groups of workers depends to a large extent on its 
effects on population, regarding which there is at 
present little satisfactory evidence. 



CHAPTER VIII 


RELATION BETWEEN THE WAGES OE MEN 
AND WOMEN 

In previous chapters the general problems of minimum 
wages have been examined, and also the special 
problem of provision for the worker’s dependants. 
Reference has been made mainly to the wages of 
adult male workers. However, many minimum wage 
authorities are required to fix rates for both sexes. 
It is therefore necessary to consider the principles 
which should be adopted in determining the relation 
between the wages of men and women. To make a 
detailed survey of the whole subject would be outside 
the scope of the present volume 1 All that is here 
attempted is to indicate some of its chief features. 

There are two more or less separate problems : 
that of men and women engaged side by side on identi- 
cal work, and that where the two sexes work in different 
occupations. The number of occupations where men 
and women are employed on work of exactly the same 
kind is small. Usually, even where men and women 
are engaged together in the same workshop, the men 

1 The problem is treated m detail in. the Report of the War 
Cabinet Committee on Women in Industry , London, 1919 
(Cd. 135). Mention may also be made of Die Ursachen der 
ungleichen Entlohnung von Manner - und Frauenarbeit, by 
Alice Salomon, Leipzig, 1906, and L’egahte des salaires ; d 
travail egal salaire egal ? by Francois© Delavant, Pans, 1916, 
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become specialised on one type of work and the women 
on another in consequence of differences in aptitude. 
The claim that the principle of equal pay for equal 
work should be applied can be reasonably made only 
if the work is similar. "Where the type of work differs 
the claim would be meaningless, there being no basis for 
determining equality of work. Therefore, where the 
work is dissimilar, and this is the case in the great 
majority of trades, some other principle must be 
adopted For basic rates the relation is determined 
in some countries by the living wage principle, inter- 
preted according to the general productivity of industry 
as a whole. In such countries rates above the basic 
minima, and in other countries both basic and higher 
rates, are fixed mainly according to the capacity of 
each separate industry. The relation between the 
wages of men and women in these cases is therefore 
determined according to the law of demand and 
supply. This results in relations which vary from 
one industry to another. The notes which follow deal 
with the principle which leads to a more definite 
relationship, namely, “ The living wage basis.” The 
principle of cc Equal pay for equal work ” is also 
examined. 


The Living Wage Basis. 

The cost of maintenance for a woman differs little 
from that for a man. Her food requirements are lower 
on the average ; the results of medical research show 
the needs of a woman to be about 80 to 90 per cent. 
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of those of a man. 1 For clothing, housing accommoda- 
tion, fuel, light, and other groups of expenditure the 
requirements of a woman are approximately equal to, 
or, for certain of these groups, somewhat higher than 
those of a man. It follows that, from the point of 
view of their own requirements, there is a strong pre- 
sumption in favour of an appropriate equality in 
the wages of the two sexes. Figures below, based on 
an official enquiry, show the total cost of the budget 
necessary to maintain in health and decency a single 
man and a single woman in the United States Govern- 
ment clerical service at the level of prices in August 
and September 1919. The amount necessary, with 
very economical management, for the maintenance in 
health and decency of a family of the low-salaried 
Government clerk class consisting of husband, wife, 
and three children under fourteen years of age is also 
given. 2 The figures do not include provision for saving. 



Annual Cost of 
Maintenance 
m Dollars 

Relative 

Figures 

Single man 

961 41 

100 

Single woman 

1,037*20 

108 

Family of five . 

2,015 56 

210 


1 Such percentages are shown by Engel’s “quet ” scale, by 
Atwater’s scale, and by the scales used in connection with 
family budget enquiries m Germany, the United States, and 
Australia. These scales are based entirely or mainly on food. 

2 United States Monthly Labor Review, December 1919, 
p. 28, and January 1920, p. 35. The amount necessary, with 
ordinary management, for a family of five was $2,262*47 per 
annum. 
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The conventional requirements of women in Govern- 
ment clerical service are no doubt partly responsible for 
the figure for a woman being higher than that for a man. 
At the present standards of manual workers in Western 
countries, the relation between the requirements of 
men and women would probably be one of equality. 
At the level for mere subsistence and physical efficiency, 
the requirements of a man would be slightly higher 
than those of a woman. 

Although there is an approximate equality between 
the cost of maintenance of a man and of a woman, 
the wages of men when determined in accordance 
with the living wage principle are generally fixed at 
rates considerably higher than those of women. The 
reason given is that a large proportion of adult male 
workers are responsible for the maintenance of a wife 
and children, whereas the proportion of women who 
have dependants is comparatively small. (The man’s 
living wage is fixed for the maintenance of a family 
of average size, while the woman’s living wage is based 
on the requirements of a woman maintaining herself, 
but without dependants. This relation is generally 
adopted in basic wage declarations in Australia. In 
Canada and the United States, where minimum wage 
fixing bodies are in most cases required to fix the 
wages of women workers only, the basis adopted is the 
sum required by a woman living away from home, but 
without dependants. 

This method of determining the relation between the 
living wages of men and women is not free from 
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objection. As was seen in the previous chapter, a con- 
siderable proportion of adult male workers have no 
family obligations. On the other hand, a proportion of 
women have dependants. The difficulties due to the 
maintenance of dependants would be largely removed 
by the adoption of the family allowance system. Also, 
as pointed out by family allowance advocates, this 
system would facilitate the adoption of the principle 
of equal pay for equal work between men and women 
by removing the necessity that the man’s wage should 
be adequate for the maintenance of a family. 

Where the family allowance system is not intro- 
duced, and there are indications in many countries 
that for a long period its adoption in industry is not 
hkely to become general, the most satisfactory alter- 
native is that indicated above, namely, for a man a 
basic wage adequate for a family of average size, 
and for a woman a basic wage sufficient for her own 
maintenance without dependants. Apart from the 
family allowance system, this method is the nearest 
rough approximation to reality. 

In the previous chapter figures from the British 
Census of 1921 were quoted, showing that in England 
and Wales 73*4 per cent, of adult males twenty years 
of age and over were married. Indications were also 
given as to the number of children. The extent to 
which families in certain countries are maintained by 
the earnings of the husband is indicated by the table 
opposite, which gives the results of official enquiries 
into the budgets mainly of working-class families. 



PROPORTIONS OF TOTAL FAMILY INCOME DERIVED FROM VARIOUS SOURCES. 
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Families of skilled workers. 
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The statistics show that on the average, in most of 
the countries covered, families are maintained to the 
extent of about 80 to 90 per cent, by the earnings of 
the husband. Unfortunately, similar figures are not 
available for Great Britain, where, hitherto, in family 
budget enquiries statistics of income classified according 
to source have not been obtained. 1 

In the case of women workers the number with 
dependants is comparatively small, while among 
women workers with dependants the great majority 
maintain only one person, partially or wholly. Mr. 
B. S. Rowntree, in The Human Needs of Labour , gives 
figures for England which show that, among women 
workers eighteen years of age and over covered by 
the investigation, five out of six had no dependants at 
all. Other investigations have been conducted with 
varying results. 2 They generally seem to show that 
the number of women workers in English towns 
responsible for the maintenance, partially or wholly, 
of dependants does not exceed about one in 

1 Mr. B. S. Rowntree in Poverty : a Study of Town Life 
gives figures obtained in an investigation conducted m York 
in 1899 which show that, at that date, male heads of house- 
holds contributed, on an average, 74*3 per cent, of the total 
sum earned per family. 

2 Reference may be made to statistics compiled by Miss M. 
Hogg, published m an article, “ Dependants on Women Wage- 
earners,” Economica , No. 1, January 1921. The results of 
investigations by Mr. B. S. Rowntree and Mr. Frank D. 
Stuart were published m The Responsibility of Women Workers 
for Dependants , London, 1921. Variations m the results of 
these enquiries appear to be due largely to differences of 
definition and methods of tabulation. 
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six . 1 The number with persons wholly dependent 
upon them appears to be about one in twenty. 

The small proportion of women workers who main- 
tain dependants has had an important influence on 
the fixing of basic wages. As already stated, the 
method often adopted in Australia, the United States, 
and Canada for determining basic rates for women is 
to fix the wage at an* amount adequate for the main- 
tenance of a woman entirely dependent on her earnings, 
but not responsible for the support of others. This 
is a reasonable basis for the great majority of women 
workers, and its application has often resulted in 
increases in wages. It serves to protect women who 
are dependent on their earnings from the competition 
of women receiving income from other sources, in- 
cluding wives largely maintained by their husbands 
and daughters partially maintained by their fathers. 
Such competition has been responsible for much 
misery among women dependent on their own 
earnings. It was partly to prevent the harmful 
consequences of this competition that the minimum 
wage laws of the United States and Canada were 
enacted. 

On the other hand, a basic wage determined accord- 
ing to the needs of the worker alone is inadequate 
for those with dependants. A large proportion of 

1 The proportion appears to be nearer one m three if women 
workers are regarded as responsible for the maintenance of 
dependants m families where an adult man is working, but 
whose earmngs are inadequate to support the family. (See 
Miss Hogg’s article.) 

i 
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women workers with dependants are widows, main- 
taining yonng children. Also sickness, unemployment, 
or incapacity owing to industrial accidents of the 
husband are responsible for many other cases of 
women with dependants. With the provision of 
adequate widows’ pensions, old age pensions, and 
accident, sickness, and unemployment insurance 
benefits, the number of women responsible for 
the maintenance of others would be greatly 
reduced. 

In practice, while large numbers of men are respon- 
sible for the maintenance of families, they will strenu- 
ously resist reductions of wages to a level below that 
necessary for such maintenance. As the majority of 
women are without dependants, large numbers will 
be prepared to work for a wage adequate for their 
own maintenance alone. This being so, minimum 
wage fixing bodies would find it difficult to secure 
for women a much higher basic wage. The fixing of 
the basic wage for women workers in accordance 
with their needs alone, without provision for 
dependants, would not prevent the earning of higher 
wages according to ability. 


Equal Pay eob Equal Woke. 1 

This principle is here considered only from the 
point of view of the relation between the wages of 


1 In addition to references already given, mention may be 
made of Professor F. Y. Edgeworth’s Presidential Address to 
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men and women, although, it is capable of much wider 
application, including, as indicated in the previous 
chapter, payment of the same rate of wage to all 
men of given grade irrespective of the number of 
their dependants. The point of view is here entirely 
different from that of the preceding section. The 
application of the living wage prmciple implies a con- 
sideration of needs. v These should be taken into 
account when fixing basic minima. The State deter- 
mines the standard, based on national productivity, 
below which its workers should not be allowed to fall. 
However, the employer will not continue to employ 
workers whose work is of less value than the wages 
paid. The consequences have been examined in an 
earlier chapter. 

The relation between the basic wages of men and 
women, determined according to needs, will differ 
considerably, apart from the family allowance system. 
Above the basic minima fixed in part for humanitarian 
reasons, the principle of payment for work done 
should, as far as practicable, be adopted. This implies 
equal pay for equal work. Difficulties are, however, 
encountered in the application of this apparently 
simple principle. The chief difficulty is to determine 
what constitutes equal work. Where work is different 

Section F of the British Association, Hull, 1922, on the 
subject cc Equal Pay to Men and Women for Equal Work ” 
(Economic Journal , December 1922). The conclusions of the 
present section correspond closely with those of Professor 
Edgeworth, and also, apart from family allowances, with 
those of Mrs. Sidney Webb (Minority Beport, Cd. 135). 
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in kind there is no logical basis for determining equality. 
Thus there is no such basis for deciding the relation 
between the value of the work of a docker and that 
of a dairymaid. For work different in kind the factor 
which will determine the relation between wages 
m different occupations is the reaction of demand 
and supply. This factor operates to determine the 
relation between wages in occupations in which men 
only are employed and wages in women’s occupations. 
Over a large field of industry the relation is deter- 
mined in this way, as the number of occupations in 
which men and women are engaged on identical 
work is comparatively small. Even in an industry 
like the textile industry, in which both sexes are 
employed in large numbers, there are many occupa- 
tions which are predominantly men’s, while others 
are almost exclusively women’s occupations. The 
rougher or more dangerous tasks are undertaken by 
men, and the lighter work by women. 

However, there are certain occupations in which 
men and women are employed in doing similar work. 
In these, so far as equality of work can be determined, 
wage rates should be equal for the two sexes. Equality 
of work may be considered from three points of view. 
Subjectively, work may be considered as the effort 
exerted by the worker and the fatigue which this 
involves. It is not generally possible to measure 
work from the subjective point of view with any reason- 
able degree of accuracy. Objectively, the amount of 
work done may be tested either by output or by the 
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value of the work to the employer . 1 In occupations 
for which piece rates of wages are fixed, the output 
test implies equality of piece rates for all workers, 
without distinction of sex, earnings varying according 
to output. But a given quantity of work done by 
different persons is not necessarily of equal value 
to the employer. Workers who produce a large number 
of units during a given period may be of greater value 
per unit of output to the employer than workers who 
produce less. This is especially true where overhead 
charges are high The slow worker costs more per 
unit of output for interest on capital, rent, and manage- 
ment than does the quick worker. Therefore, if in a 
given piece-work occupation the average output of 
women during a week or other period is less than that 
! of men, it might be considered reasonable to fix lower 
piece rates for women than for men so as to secure 
.^quality of value to the employer It is preferable, 
however, if the nature of the work done by men and 
women is identical, that the same piece-work rates 
should apply without distinction of sex. A stimulus 
to a high rate of output could be provided by the 
payment of a higher piece rate for each unit produced 
beyond a given number, or by some form of premium 
bonus to workers attaining a given output. Such 
bonus or higher piece rate payment would apply equally 
to men and women. 

1 The subjective and the two objective aspects were 
examined by Mrs. Sidney Webb in her War Cabinet Com- 
mittee Minority Keport on Women in Industry (Cd. 135). 
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In the argument that to secure equality in value 
of work to the employer a lower piece rate should 
be fixed for the sex with the lower average output, it 
is overlooked that an employer is free to employ men 
and women in whatever proportions he finds the most 
satisfactory. If men have greater aptitude than 
women for a given occupation a large proportion of 
men will be employed, although a certain number of 
women may be able to secure employment. In other 
occupations women will predominate, although a 
certain number of men may be employed. 

Similarly where men and women perform equal work 
in the same occupation at time rates, these should 
be the same for either sex. If in any trade men are 
generally more competent than women they will 
constitute the larger part of its personnel, although 
certain women specially suited to the trade may also 
be employed. The converse is equally true. The 
general effect of equality of rates of pay, whether on 
a time or piece basis, would be a distribution of men 
and women in the different occupations according to 
their efficiency at different kinds of work. In order 
that the process of distribution may work satisfac- 
torily, artificial obstacles to the free entry of women 
into any occupation not obviously unsuitable should 
be broken down. In other words, there should be 
equality of opportunity. 

The foregoing sections show that, for fixing basic 
minima below which no worker should fall, the most 
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practicable plan, apart from the adoption of the 
family allowance system, is for the man’s wage to 
be fixed in relation to a family of average size and the 
woman’s wage in relation to her own requirements. 
The amounts should be determined according to the 
general productivity of industry, and not vary with 
the capacity of each separate trade. These basic 
rates should be applied as minima for unskilled men 
and women respectively, where the two sexes are 
engaged on work different in kind. If the work is 
identical in the case of ordinary unskilled occupations, 
men and women should be paid at the men’s rate. 
For equal work in more highly paid employment the 
minimum rate should be the same for both sexes, the 
amount being determined according to the capacity 
of each separate industry For unequal work above 
the basic minima the law of demand and supply 
in each occupation will determine within narrow limits 
the relation which the minimum wage authority can fix. 

Addendum. 

The following table is of interest as showing the 
relation between the wages of men and women in 
various countries. All the statistics, except those for 
the United States, are taken from official sources ; the 
United States figures are from the publications of the 
National Industrial Conference Board, an employers’ 
organisation. The figures given are averages of the 
wages in a large number of industries in each country 
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except Germany and India, for which recent data are 
available for the textile industry only. In many 
countries the ratio between the wages of men and 
women in the textile industry is not representative 
of the general relation, there being less inequality in 
that industry than in most other important industries. 
Thus, in Massachusetts, whereas the general ratio in 
May 1926 shown in the table was males = 100, 
females = 57, in the cotton industry the ratio was 
males = 100, females =76, and in the woollen and 
worsted industry, males = 100, females =75. 

The relation shown, that the wages of women are 
generally about 50 to 60 per cent, of those of men, 
has little bearing on the question as to the practica- 
bility of applying the principle of equal pay for equal 
work in those occupations in which men and women 
are employed on similar work The statistics include 
large numbers of occupations in which men and women 
are employed on different work. They indicate the 
effects of all the factors which result in large numbers of 
women doing low-paid work. 



CHAPTER IX 


WAGES BELOW THE GENERAL MINIMUM 

This chapter deals with the problem of fixing special 
rates for workers who are below the normal level of 
efficiency, and also for adult learners and juveniles. 
Reference is made to methods of preventing the abuses 
and hardships which may follow the fixing of special 
wages below the ordinary minimum for these groups 
of workers. 


Sub-standard Workers. 

Efficiency below the average may be the result of 
infirmity or physical injury. There is also the case 
of the “ slow worker 55 who, “ while not subject to 
any infirmity or physical injury, is yet incapable, 
owing to some constitutional defect, or to age, or 
some other cause, of earning the minimum fixed for 
the ordinary worker of his class.” 1 

Owing to the lower efficiency of sub-standard 
workers, the application to them of a minimum time 
wage appropriate to the general body of workers 
would result in their unemployment. The alternative 
is to grant them permission to work at a lower rate 
than the ordinary minimum. Most minimum wage 
laws provide for the adoption of this course. There 

1 Report of the Cave Committee, Cd. 1645, p. 34. 
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are advantages in not drawing too rigidly the line 
separating the worker from the unemployable. If 
allowance is made for their lesser productivity, sub- 
standard workers will be able to contribute to the 
national dividend, while unemployment and the 
necessity for full maintenance out of public funds 
will be avoided. In so far, however, as the general 
minimum fixed for ordinary workers represents the 
minimum standard of living considered reasonable 
according to the general productivity of industry, the 
fixing of a lower rate implies that although the evils 
of unemployment are avoided, those due to an inferior 
standard are encountered. In order to prevent 
misery the issue of permits to work for rates below the 
general minimum should be accompanied by the right 
to State assistance to make up the difference. 

The granting of exceptions from the general mini- 
mum introduces the risk of employers claiming that 
a considerable number of their workers are below the 
average in efficiency. Clearly the issue of permits 
must be strictly controlled if the value of the general 
minimum is to be preserved. 

The , number of workers with a definite infirmity 
or injujjy; is limited. In their case there is little 
danger of an excessive number of exemptions being 
granted. The requirement of a doctor’s certificate 
prior to issuing the permit is generally a sufficient 
safeguard against abuse. Also the grantmg of exemp- 
tions to workers over a given age involves little danger. 
There may be considerable abuse, however, in the case 
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of “slow workers . 55 This is largely avoided by the 
practice adopted in certain countries of fixing the 
proportion between the number of exempted workers 
and the total number of workers in any establishment. 
Often exemptions are granted only for a limited 
period, after which each case is reconsidered. 

In the United States persons incompetent by reason 
of age or disability due to physical or mental defect 
to earn the minimum wage fixed for ordinary workers 
may be given licences permitting their employment at 
lower rates . 1 In Colorado, Minnesota, and Texas, 
licences to work at rates below the general minimum 
for ordinary workers may be given to not more than 
one-tenth of the workers in any establishment. In 
Texas and in Cahfornia, where the number of licences 
is also regulated, exemptions are issued for periods 
of six months only, after which, unless renewed, 
ordinary rates apply. 

The Canadian Provinces have applied measures 
similar to those in the United States. The system of 
licences for “ handicapped 55 or “ physically defective 55 
workers is adopted. Generally the number of licences 
issued is small, and in some cases a definite limit is 
fixed to the total which may be granted Thus in 
British Columbia the number of licences for physically 
defective workers, and also for apprentices, shall not 
exceed one-seventh of the total number of workers 

1 United States Bureau of Labor Statistics, Bulletin, 
No. 285, Mimmum Wage Laws of the Umted States : Con- 
struction and Operation , p. 21. 
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in any establishment. 1 Generally only in the case 
of permanent disablement is a permit granted for an 
indefinite period. 

In Great Britain the Trade Boards Acts provide for 
the issue of permits of exemption to persons affected 
by an infirmity or physical injury, but not to those who 
from age or any other cause are incapable of earning 
the minimum rate. In 1 922 the Cave Committee recom- 
mended that exemptions should be granted to the 
latter class also, and, in practice, permits are issued 
now in cases of infirmity due to age as well as to physical 
or mental defects. Many Boards have set up small 
committees charged with the special task of dealing 
with permits. No limit is fixed to the number of 
exemptions which may be granted, but, in practice, few 
permits are given, the total number at the end of 
1925 being 2, 320. 2 Exemption may be granted for 
a given period, often twelve months, or for an 
indefinite period. In various Australian States pro- 
vision is made for the issue of exemption licences to 
handicapped and aged workers. 

So far, attention has been directed to the question 
of granting exemption from minimum time rates 

1 This limitation is fixed only by the law applying to female 
workers. The Male Minimum Wage Act passed in 1925 
does not impose a limit, although it confers on the Board 
which fixes the minimum rates the power to do so. 

2 j Report of the Ministry of Labour for the Year 1925 
(Cd 2763). The small number is, m part, due to the 
fact that in certain trades minimum piece rates are fixed, and 
permits are not issued unless the minimum piece rate is coupled 
with a guaranteed time minimum. 
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fixed for ordinary workers. A special case arises with 
regard to piece rates. Often a specified amount per 
day or per week is guaranteed as a minimum time 
rate and paid to all piece-workers whether they earn 
it or not. In such cases it is necessary to provide for 
the granting of exemption permits to handicapped 
workers on the lines already indicated. Otherwise 
workers unable to earn the guaranteed time rate 
would be faced with unemployment, and there would 
be danger of excessive strain on workers who found 
difficulty in reaching the guaranteed minimum. 

In some cases a minimum time rate is not guaranteed 
to piece-workers. If each employer fixes his own 
piece rates, the minimum wage fixing authority may 
provide that a given proportion of the piece-workers 
in any establishment shall be able to earn not less 
than a certain amount per day or per week. Such 
a provision is at once a safeguard as to the fairness 
of the piece rates and a means of allowing automatic 
exemption to a certain proportion of workers. For 
example, already in the early days of the British Trade 
Boards the practice was adopted in the tailoring and 
paper box making industries of providing that in 
any establishment not less than 85 per cent, of the 
workers on piece rates must, on an average, earn not 
less than a fixed minimum day wage. 1 The Ontario 

1 See R. H. Tawney, Minimum Rates in the Tailoring 
Industry, pp. 50-1, and M. E. Buckley, Minimum Rates m 
the Box-making Industry, pp. 21-2. Even with such a 
practice as that under consideration it is still open to em- 
ployers, as Mr. Tawney pomts out, to discharge their worst 
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Minimum Wage Board adopts this system, the pro- 
portion being 80 per cent. In California the Minimum 
Wage Commission has fixed the proportion at 66J per 
cent. 1 Other Wage Boards and Commissions have 
adopted this method of securing reasonable piece 
rates By fixing the proportion of workers who are 
to earn a given sum per day at 85 per cent , 80 per 
cent., or 66f per cent., exemption is “ granted” to 
15 per cent., 20 per cent., or 33^ per cent, respectively 
of workers below the level of efficiency of ordinary 
workers. 


Adtjlt Learners and Juveniles 2 

The problem of fixing special rates for adult learners 
and juveniles presents less difficulty in some respects 
than in the case of sub-standard workers. The latter 
generally constitute a permanent problem, whereas 

workers, engage more efficient workers instead, and then fix 
piece rates below those which would have been necessary to 
enable 85 per cent of their original workpeople to earn the 
minimum time rate. This danger of cutting the piece rate 
may be avoided, m part, by not accepting as reasonable 
without question the piece rate of an employer who has 
dismissed a considerable number of his slow workers immedi- 
ately prior to fixing the rate 

1 Commons and Andrews, Principles of Labour Legislation. 

2 Juveniles may be either young workers who are given no 
special facilities for learmng the trade, learners who are given 
such facilities, or apprentices who, m addition to being given 
opportunities for learmng the trade, are bound by written 
contract to serve for a specified number of years Generally 
the first category receives higher rates than the other two, 
while lower minima are sometimes fixed for apprentices than 
for learners of the same age. 
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the former require lower rates for the period of training 
only. There are, however, special difficulties. Thus, 
for adult learners, an employer, if free to do so, may 
fix an unduly long period for learning the trade, and 
thus obtain work at low rates from fairly experienced 
workers. In trades requiring little skill an employer 
may take advantage of the lower rates for juveniles, 
and employ them m large numbers until they become 
entitled to the wages of adults. They are then dis- 
charged and their places taken by other workers at 
beginners’ rates, the industry becoming a blind alley. 

In the case of adult learners, Minimum Wage Boards 
generally fix the period during which such workers 
shall be regarded as inexperienced and paid at lower 
rates. The length of time usually varies according 
to the nature of the occupation, ranging from three 
months in occupations where the work is easily 
learned, to eighteen months where the trade is more 
difficult. Thus in Saskatchewan, workers in hotels, 
restaurants, and refreshment-rooms are regarded as 
inexperienced during their first three months, after 
which they must be paid the ordinary minimum 
wage. In the case of workers in laundries and fac- 
tories a training period of eighteen months is recog- 
nised. Many Boards in different countries provide 
that, if the period of training is considerable, the wages 
of inexperienced adults shall be increased by successive 
stages as training proceeds. Thus the Ontario Mini- 
mum Wage Board, in an Order which came into effect 
on October 1st, 1924 governing the conditions of 
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female workers in the tobacco trades, provides that 
inexperienced women in Toronto shall receive not 
less than 10 dollars per week for the first six months, 
and 11 dollars per week for the second six months, 
after which they become entitled to the rate of 
12 dollars 50 cents per week for experienced women. 

In addition to limiting the period during which lower 
rates may be paid to adult learners, in some countries 
the number of such learners is also limited, licences 
being issued allowing them to work at special rates. 
The Canadian Minimum Wage Boards have this power 
of limitation, but the proportion of learners to experi- 
enced workers varies from one Province to another. 
Generally the proportion includes both adult learners 
and juveniles, although in British Columbia licences 
are required only for inexperienced workers of eighteen 
years of age and over. The Ontario Minimum Wage 
Board limits the number of inexperienced adult 
women and young girls to one-half of the total female 
working force. 1 In Manitoba the proportion is 25 per 
cent The Orders of the Alberta Board provide 
that not more than 20 per cent, of the entire 
female working staff shall be apprentices or learners. 
Certain Minimum Wage Commissions in the United 
States are empowered to limit the number of learners. 
Similar provisions are applied in Australia The 
British Trade Boards impose no limits. 

1 Neither the number of inexperienced adult women nor 
the number of young girls shall exceed one-third of the total 
female working force. 
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The rates for juveniles are generally fixed on the 
basis of age or experience, or a combination of both 1 
The age basis, according to which wages advance by 
stages, for example, every six or twelve months 
during the period from fourteen years to the adult 
age, has certain disadvantages. There is little incentive 
for the worker to learn the trade quickly. No auto- 
matic scale provides this incentive. Also juveniles 
older than those who enter the industry at the bottom 
of the scale will find difficulty in obtaining employ- 
ment. The age basis has been adopted by certain 
boards in Great Britain and Austraha. In these 
countries, however, and also m Canada and the United 
States, rates for juveniles are more often fixed on the 
basis of experience. Thus the Ontario Minimum 
Wage Board in a number of its Orders prescribes 
that the minimum weekly rate for girls under eighteen 
years of age m Toronto shall be : — 

Dollars. 

First six months . . . . . . . . 8 

Second six months . . . . . . . . 9 

Third six months . . . . . . . . 10 

Subsequently, the experienced workers’ rate X2J 

Such a method removes part of the difficulty with 
regard to late entrants. It suffers from the defect 
that children entering the occupation at the school- 
leaving age, e.g. fourteen years, will be earning higher 
wages than those who join the trade a year or two 
later, although the latter may learn more quickly, 

1 Rates for juvenile workers are sometimes varied according 
to sex. Differences based on occupation are rarely made. 
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and may, on account of their age, be of greater value 
to the employer. This difficulty is avoided in part 
by establishing a scale based on age and experience 
combined. The following example of such a scale 
is taken from the wage rates fixed by the British Lace 
Finishing Trade Board. 


Minimum Weekly Raises of Wages of Female Learners 
Working on Frame Clipping in the Lace Finishing 
Industry . 1 


1 

1 

Learners commencing at — 

Period of Service 

First Six i 
Months 

Second Six 
Months 

Second 

Year 


8 d 

s d 

s d 

Under 15 years of age 

8 0 

9 0 

12 0 

15 and under 16 years of age 

9 0 

12 0 

16 0 

16 and under 17 years of age 

10 0 

14 0 

19 0 

17 and under 18 years of age 

10 0 

16 0 

— 


This method of combining age and experience has 
been adopted by a number of Trade Boards in Great 
Britain, and also by Wage Boards in Australia, e.g. 
in Victoria. Many variations are found both in periods 
of service and in differences of age. 

As in the case of adult learners, it is often provided 
that juveniles must have licences to work at lower 
rates, and the number of workers with licences in any 

1 The rates, which came into operation on Apul 5th, 1922, 
are for a week of forty- eight hours. 
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establishment is limited to a given proportion of the 
total number of workers in the establishment. Thus 
in Victoria many Trade Boards provide that the 
proportion shall be one apprentice and one improver 
to every three, or fraction of three, adult workers . 1 

1 An improver is generally a learner under twenty-one 
years of ageT “ 
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MACHINERY EOR FIXING MINIMUM WAGES 

The chief means by which minimum rates of wages 
may be fixed are : — 

(1) Trade Boards ; 

(2) Central Commissions ; 

(3) Arbitration Courts ; 

(4) Direct legal enactment ; 

(5) General application of collective agreements. 

In the following sections each of these methods 
is examined. It is shown that the Trade Board system 
is of value where wages are to be fixed independently 
according to the conditions of each separate industry. 
Where wages in the different industries are to be 
determined according to a common policy, or where a 
national minimum is to be fixed, a Central Commission 
is necessary. Arbitration Courts are set up where the 
purpose is to prevent industrial disputes. Minimum 
wages fixed by direct legal enactment are generally 
too rigid to meet the requirements of varying economic 
conditions. The extension of collective agreements 
reached by some of the employers and workers 
in a trade to apply to the whole trade is a useful 
supplement to other methods of fixing minimum 
wages. 
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Trade Boards. 

The machinery which has been most frequently 
adopted for fixing minimum wages is Trade Boards. 
The essential feature of a Trade Board is that it is 
concerned solely with wages, and other conditions of 
labour, in the industry in which it is set up. 1 This 
system has been applied in Greatr Britain, in Victoria, 
Tasmania, and, m conjunction with Arbitration 
Courts, in other States of the Commonwealth of 
Australia. Trade Boards have also been set up in 
certain countries of continental Europe — France, 
Germany, Austria, Czechoslovakia, Norway — and in 
the Argentine Republic. 

A Trade Board consists of an equal number of repre- 
sentatives of employers and workers, together with 
disinterested persons. In Austria boards consist of at 
least nine members, one-third representing the em- 
ployers, one-third the workers, the remaining third 
being independent experts. In Great Britain the 
boards vary in size in rough proportion to the number 
of workers in the trade. The smallest board consists 
of 15 persons, while the largest has about 50 members. 
At the end of 1924 the total membership of the 43 
boards then in existence in Great Britain was 1,659, 
or an average membership of nearly 40 ; the number 
of independent persons on any board is, in practice, 
limited to three. In Australia boards vary in size 

1 Difficulties are often encountered in defining the limits 
of the industry covered by any board. 



MACHINERY FOR FIXING MINIMUM WAGES 151 

according to industry and State. The membership 
usually ranges from 5 to II persons, only one of whom 
is disinterested. 

Trade Boards may be constituted either for a given 
district only or for the country as a whole. There 
are disadvantages in setting up separate boards for 
the same trade in different districts. The limits of 
districts are often difficult of definition. Great diver- 
sity of rates may prevail unless there is a central 
authority with power to ensure reasonable uniformity 
of action by the district boards. The French Home- 
work Act of 1915 is an example of a law permitting 
the maximum of decentralisation. Independent wage 
boards are set up in each department, and these fix 
wages for the trades covered. There is practically 
no co-ordination between the different boards If 
objection is raised to the rate fixed by any board, 
the matter is referred to a central board in Paris, 
but the main object of this central board appears to 
be to secure agreement for the department concerned, 
rather than to bring about any uniformity between 
the rates fixed in different departments. In conse- 
quence of the system of local boards, and the lack 
of co-ordination between them, great diversity of 
rates has resulted. In some departments the minimum 
rates have been revised regularly as provided by the 
law. In others they have remained unchanged since 
1916, 1917, or 1918, and are totally ineffective in view 
of the changes that have taken place in the cost of 
living. Even where revisions have been simultaneous 
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in various departments, the differences in rates are 
great. Thus in the second quarter of 1925 the mini- 
mum rate for “ lingerie 55 work in the Meurthe-et- 
Moselle Department was fixed at 1 50 francs per hour, 
while in the neighbouring Vosges Department the 
minimum fixed at almost the same date was only 
75 centimes. 1 Such differences are evidently greater 
than would be warranted by differences in economic 
conditions, including the cost of living. 

In certain countries m which minimum rates are 
fixed on a district basis, attempts are made to secure 
co-ordination. Thus in Germany, under the Home- 
work Act of 1923, wage boards are normally appointed 
for given districts only. 2 In order, however, to avoid 
unfair competition, and to prevent the tendency of 
workers to migrate from one district to another owing to 
lack of uniformity in the rates fixed in different districts, 
provision is made as occasion arises for the convoca- 
tion of joint boards to act for several districts together. 

Co-ordination is greater in countries where the 
rates fixed by the board in any locahty are subject 
to confirmation by a central authority. Thus in 
Norway; the rates fixed for homeworkers by a local 
board are not operative until confirmed by a Central 
Homework Council, which has also power to amend 
the rates, or to refer them back to the local board 
for reconsideration. 

1 Bulletin du Minister e du Travail , July-August-September 
1925 ; article on the application of the Homework Act. 

2 For the application of the Homework Act, see an article 
m the Reichsarbeitsblatt , December 9th, 1926. 
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The highest degree of co-ordination between mini- 
mum rates fixed for workers m a given trade in different 
districts is secured by the system widely adopted in 
Great Britain, Victoria, and Tasmania, and for home- 
work trades in Austria and Czechoslovakia. Wages are 
often fixed in different industries or branches by Trade 
Boards covering the whole country. Provision is 
usually made for these boards to set up District Com- 
mittees where necessary to advise them as to rates 
suitable for any district . 1 Thus a national Trade 
Board may either fix uniform rates in all districts, 
or may fix separate rates in different districts. Which- 
ever course it takes, the board is in a position to ensure 
co-ordination between rates in different parts of the 
country 

The chief difficulty of a National Trade Board when 
fixing district rates is that of defining the limits of 
the different districts The difficulty is less in the 
case of trades having a local market than where the 
market is national or international. In the latter 
case uniform rates for all districts are generally satis- 
factory, apart from wide differences in the cost of 
living. In Great Britain, Trade Boards usually fix 
uniform minima for the whole country. Where more 
than one scale is fixed the differences between the 
rates are usually small. In four or five trades, one 
board fixes rates for England and Wales while there is 

1 In Great Britain at the end of 1924 only six Trade Boards 
had set up District Committees, the number of these being 
thirty-four. 
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a separate board for Scotland. The Laundry Trade 
Board fixes a lower rate for experienced female workers 
in Cornwall and the North of Scotland than that for 
the rest of Great Britain. In the Milk Distributive 
Trade there are four different minima, three applicable 
to different parts of England and Wales according to 
population, and the fourth to Scotland . 1 In certain 
countries less industrially homogeneous than Great 
Britain greater district variation in rates is found. 

It has been seen that co-ordination between rates 
fixed for the same trade in different districts is most 
effectively secured if one Trade Board, acting for the 
whole country, fixes the rates for all districts. This 
system, however, suffers from the defect that separate 
boards are set up for each trade. These boards are 
independent of one another, and action taken in 
similar circumstances may vary considerably from 
one board to another. Some method of co-ordination 
between different Trade Boards is therefore necessary. 
In certain countries, for example in Great Britain, 
Norway, Austria, and Czechoslovakia, this is to some 
extent ensured by making the rates fixed by any board 
subject to confirmation by a central authority, whether 
Government Department or specially constituted 
central body . 2 This authority has power to refer back 

1 Report of the Mimster of Labour for the Year 1925 
(Cd. 2736) gives the Trade Board minnuum rates in force 
on December 31st, 1925. 

2 The Department or other central body can also undertake 
the task of inspection and enforcement more appropriately 
than the separate boards. 
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for further consideration the rates fixed by a board. In 
Victoria appeals against rates fixed by a board may 
be made to the Court of Industrial Appeals, which 
has power to modify the decisions. The Court 
is thus able to exercise a co-ordinating influence. In 
New South Wales, South Australia, and Queensland 
appeals from determinations of boards may be made 
to the Arbitration Courts 1 * * * 

Other means exist for co-ordinating the work of 
different Trade Boards. Thus in Great Britain a num- 
ber of employers’ and workers 5 representatives, and also 
of independent members, sit on more than one board. 
This involves the representation of employers and 
workers to some extent by persons outside the trade 
for which the board has been set up , however, the 
advantages of co-ordination outweigh any disadvan- 
tage due to lack of experience in the trade. In New 
South Wales a certain degree of co-ordination is 
secured by the provision that the same chairman shall 
preside over a number of boards in allied trades. 


Central Commissions. 

In the previous section reference has been made 
to certain methods of co-ordinating the work of Trade 
Boards Since, however, rates of wages are fixed 

1 In certain States it is asserted that the authority of hoards 

is weakened by the system of appeal, as employers or workers 

are less anxious to secure determinations of the boards than 

if their decisions were final. 
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by independent boards, complete co-ordination cannot 
be effected. Under the Central Commission system, 
rates in different industries are fixed by a single 
authority, the greatest possible co-ordination thus 
being secured. This system has been adopted in 
certain States in Australia and in most of the States 
or Provinces of the United States and Canada which 
have passed minimum wage laws. 

The Commission may fix different rates for each 
industry or may determine a general minimum applic- 
able to all industries. The former method has been 
adopted in the United States and in Canada. The 
latter, which implies the fixing of a national minimum 
wage, has been apphed on a wide scale in Australia 
and New Zealand. 

In the United States and Canada Commissions or 
minimum wage boards generally consist of three or 
five members only. Some Commissions are composed 
entirely of disinterested persons. Others must include 
a representative of the employers and a representative 
of the workers. Often at least one of the members 
of the Commission must be a woman. In certain 
cases the Commissioner of Labour, or other similar 
official, is a member and acts as chairman. Com- 
missioners are usually appointed for a fixed period, 
which varies in different States or Provinces from 
two to six years. 

As, in the United States and Canada, different rates 
are fixed for each industry, the conditions of each must 
be taken into consideration. The Commission, how- 
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ever, cannot know these special conditions in any 
detail. Therefore it generally either sets up permanent 
boards in each industry, consisting of representatives 
of employers and workers, or calls together special 
conferences of employers and workers. These Trade 
Boards or Trade Conferences advise the Commission 
as to the rates to be fixed in the trade concerned. 
During meetings of such advisory boards or confer- 
ences, members of the Commission, and especially 
its chairman, endeavour to secure satisfactory agree- 
ments, and in doing so act as conciliators much in the 
same way as do the independent members of Trade 
Boards. In co-ordinating rates in different industries 
the functions of a Central Commission correspond 
closely with those performed under the Trade Board 
system by the Government Department or other 
central authority In practice, therefore, the Com- 
mission system may closely resemble that of Trade 
Boards. However, as already indicated, there is an 
essential difference between the two systems. Under 
the Trade Board system, rates for different trades 
are fixed by independent boards, while under the 
^Commission system they are fixed by one central 
authority. 

i Although, in the United States and Canada, Com- 
missions often fix different minimum rates for different 
industries, the variations are generally small. This 
is due largely to the adoption of the cost of living as 
basis for the rates. Variations are due mainly to 
differences in the nature of the work in different 
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industries. Usually the minimum fixed for any trade 
applies throughout the trade. In some States or 
Provinces, however, minima varying according to 
district are fixed. Thus in Minnesota and Wisconsin 
different rates have been fixed for workers in cities 
with 5,000 or more inhabitants, from those in towns 
with fewer inhabitants. In Kansas and North Dakota 
variations according to size of town are also made for 
workers in certain trades, e.g. telephone operators. 
The Ontario Minimum Wage Board fixes different 
minima in different towns, according to their popula- 
tion. Four groups of towns are distinguished. 
According to Orders which came into force in Sep- 
tember or October 1924, the minimum weekly rates 
of experienced women workers in a large number of 
trades were : — 

Dollars 

City of Toronto . . . . . . . . . . . . 12-50 

Other cities of 30,000 population and over . . . 11 50 

Cities and towns between 5,000 and 30,000 population 11 00 
Towns below 5,000 population, and rural districts . . 10*00 

On the other hand, in Saskatchewan and British 
Columbia a single minimum rate for experienced 
workers in any one industry is applicable throughout 
the Province. To a considerable extent the minimum 
rates fixed for experienced workers in different Pro- 
vinces in Canada vary within the narrow limits of 
12| to 14 or 15 dollars per week, according to industry. 
In certain States in the United States the range is 
greater. 

In Australia and New Zealand the greatest progress 
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has been made towards uniformity of minimum 
rates in different industries and districts* In New 
South Wales an Industrial Commission consisting of 
three members is charged with the duty of declaring 
from time to time the amount of a living wage for 
adult males and females. Since 1926 the Commission 
is no longer empowered to make separate declarations 
for workers in urban and rural areas, but is required 
to fix minima of State-wide application. In addition 
to these general declarations, the Commission makes 
awards in cases of dispute. In South Australia the 
Board of Industry, which consists of a president 
with four commissioners, two of whom represent the 
employers and tw T o the workers, is also required to 
declare the amount of a living wage. In Queensland 
the Board of Trade and Arbitration, m addition to 
dealing with cases of dispute, has powers of a general 
character, including that of making declarations as 
to the cost of living and the minimum rates of wages 
to be paid to persons of either sex. Thus the Board 
performs the functions both of an Arbitration Court 
and of a Central Commission for the purpose of fixing 
basic wages applicable to all industries. In Western 
Australia the Industrial Arbitration Court is required 
not only to make awards in cases of dispute, but to 
declare basic wages of general application. Similarly 
in New Zealand, since 1919, the Arbitration Court has 
declared minimum wage rates applicable to practically 
all industries. It fixes three separate minima, for 
skilled, semi-skilled, and unskilled workers respectively, 
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and these rates apply throughout the country . 1 The 
maximum degree of wage standardisation is thus 
attained In all these States the declarations fix 
basic minima of general application either in the State 
as a whole or in a defined area thereof. This is a 
logical outcome of the acceptance of the living wage 
principle. 

As has been indicated, greater co-ordination is 
possible under a Central Commission than under Trade 
Boards. The setting up of Trade Boards m low-paid 
unorganised industries may be the first step in effect- 
ing improvements in wages, but the establishment of 
machinery of the Central Commission type is essential 
if progress is to be made towards a general minimum 
wage applicable to all industries. 

Arbitration Courts. 

The Arbitration Court system is adopted where the 
main object is to settle disputes and to facilitate the 
establishment of industrial peace. Arbitration may 
be either voluntary or compulsory. Where resort 
to arbitration is voluntary, the machinery is put 
into operation and wages fixed only on request of 
the parties to a dispute As the Court is not entitled 
to take the initiative there is no real interference with 
freedom of contract. The disputing parties merely 
undertake to accept the findings of a Court to which 

1 Since 1923 the Court has declared that it may award 
rates below the general minima m any industry where excep- 
tional circumstances warrant such a decision. 
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they have agreed to submit their differences. Where 
arbitration is compulsory the State definitely interferes 
with freedom of contract, and undertakes, in certain 
cases, to regulate wages and other conditions of labour. 
In the present study compulsory arbitration only is 
considered. 

The essential function of an Arbitration Court is to 
make awards in cases of dispute only. A Court thus 
differs from a Trade Board or a Central Commission, 
which may fix minimum rates at any time, whether 
a dispute has arisen or not . 1 Also rates fixed by a 
Court are generally not merely minimum, but also 
maximum rates. Employers may not pay less than 
the rates fixed, while workers may not strike for 
more. 

Since disputes may arise in any industry or occupa- 
tion, an Arbitration Court may be called upon to fix 
wages in a large number of different industries. In 
this it resembles the Central Commission, and differs 
from Trade Boards. The Court has thus no technical 
knowledge of the industries wnth which it deals. It 
must, however, consider the reaction of any award 
fixing wages for workers in a given industry on workers 
in other industries. The Court is obliged, therefore, 
to adopt general principles which it can apply to all 
cases of a similar character. 

1 Where, as m Queensland, New South Wales, Western 
Australia, and New Zealand, an Arbitration Court also fixes 
basic minima without reference to a dispute, it is performing 
the function of a Central Commission m addition to that of 
a Court. 

L 
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The Arbitration Court system is most highly 
developed in New Zealand and Australia. In these 
countries Courts consist either of a president, with 
or without one or more deputies or additional judges, 
appointed from among persons of given legal standing, 
or of a president, together with one or two members 
recommended by employers’ organisations and an 
equal number recommended by workers’ organisations. 
The Australian Commonwealth Court and the State 
Courts of Queensland and South Australia are consti- 
tuted m the former manner, while in Western Australia, 
New South Wales, and New Zealand membership of 
the Court is determined on the latter plan. In certain 
States, e.g New South Wales and Western Australia, the 
Court may appoint one or two assessors from each side 
of a dispute to sit with the Court to advise it. Simi- 
larly the Australian Commonwealth Arbitration Court 
has power to appoint one assessor from each side for 
advisory purposes. Members of Courts are usually 
appointed for a given period of years, subject to good 
behaviour, and are eligible for reappointment for 
further periods. 

When a dispute is brought before an Arbitration 
Court, evidence is presented both from the employers’ 
and the workers’ side. Often counsel are employed 
to present the cases. After the hearing the Court 
makes an award, which may be binding only on 
parties to the dispute. However, the fact that certain 
rates of wages have been fixed in an award has an 
indirect influence on the wages of similar groups of 
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workers. It is recognised that the Court would 
probably make similar awards if other cases in which 
the same conditions prevailed were brought before it. 
Certain Arbitration Courts, for example those in New 
Zealand and South Australia, have power to extend 
the application of an award to all employers and workers 
in the industry concerned, either in a given district 
or in the State as a whole. 

Direct Legal Enactment. 

This method is comparatively rare. One reason 
for its application has been to prevent the employment 
of young learners and apprentices without a wage, 
under the pretence of teaching a trade. Wages fixed 
for this purpose are low. Thus a rate of 2s. 6d. per 
week has been fixed in Victoria, and of 4s. per week in 
South Australia. In Queensland, Tasmania, and New 
Zealand rates of 4s. to 7s 6d. per week have been fixed 
for the first year, with specified increases according 
to length of service. 

This method has also been adopted for the pre- 
vention of sweating among adult workers. It has 
been used for this purpose for female workers in the 
United States — in Arizona, Arkansas, 1 Porto Rico, 
South Dakota, and Utah — and in South America for 

1 In Arkansas, although minimum rates for experienced and 
inexperienced female workers have been fixed by statute, 
an Industrial Welfare Commission has been set up with power 
to raise or lower the statutory minima. 
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agricultural workers in Uruguay. In Arizona the 
statutory minimum wage for female workers is $16 
per week. In Porto Rico the minimum wage for female 
workers under eighteen years of age is $4 per week, 
and for those over eighteen, $6 per week. In South 
Dakota the minimum for women and girls over 
fourteen years of age, excluding apprentices, is $12 
per week. In Utah the rate fixed for experienced 
female workers over eighteen years of age is $1*25 per 
day, lower minima being fixed for workers under 
eighteen, for learners and apprentices. In Uruguay 
the minimum wage of rural labourers between eighteen 
and fifty-five years of age engaged in agriculture or 
in stock-raising on large estates is 80 centesimos per 
day, together with sanitary housing accommodation 
and sufficient food, or a money equivalent. Lower 
minima are fixed for workers on smaller farms, and 
also for workers between sixteen and eighteen years 
and over fifty-five years of age. 

The fixing by statute of minimum wages for adult 
workers is open to various objections. In most 
countries, until the wages of unskilled workers in 
different industries have become more standardised 
by the action of Trade Boards or Central Commissions, 
a minimum rate fixed by direct legal enactment can 
be of little value. So long as the wage rates of the 
lowest paid groups of workers in different industries 
differ considerably, any statutory minimum which 
could be fixed would be so low that it would benefit 
only a small number of workers in a few of the lowest 
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paid industries. To fix a higher rate would cause 
considerable unemployment. 

Even when the wages of unskilled workers are more 
standardised than at present, the method of fixing 
minimum rates by direct statutory enactment would 
be unsatisfactory. A legislative assembly is unsuited 
to the task of examining the detailed information on 
which the minimum rates would be based. Political 
influences would interfere with the fixing of the wage 
warranted by economic conditions. Also legislative 
processes are generally too slow to permit of the adjust- 
ment necessary as economic conditions change. 


General Application op Collective Agreements. 

Prevention of unfair competition between employers 
may be secured to a greater or less extent by collective 
agreement. Certain methods of determining minimum 
wages closely resemble the processes of collective 
bargaining, and there may be little difference in 
practice between a wage rate fixed by a Trade Board 
after agreement between the employers and workers 
represented on it, and a wage rate fixed by collec- 
tive agreement. One essential difference is that wage 
rates fixed by a Trade Board apply to all workers m 
the industry or occupation covered, whereas those 
fixed by collective agreement are binding only on 
the parties to the agreement. The degree of standard- 
isation of wage rates by means of collective agreements 
varies therefore with the size of the organistions 
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concluding them . 1 A further difference between Trade 
Board minima and rates fixed by collective agreements 
is that the former are legally binding while the latter 
may not be so . 2 

In a number of countries legislation has been adopted 
under which the provisions of collective agreements 
may be declared legally binding, not only on the 
parties to the agreement, but on all engaged in similar 
work. In most cases the terms of agreement are only 
made of general application if the agreement covers 
a large proportion of all employers and workers in 
the industry. In the present section reference is 
made to various laws applying the system. For the 
purpose of illustration, mention is made both of laws 
by which State-established machinery has compulsory 
powers to extend an agreement, and of laws by which 
extension is made only on request by the parties 
concerned. 

The generalisation of collective agreements is 
established by laws in certain States in Australia, 
and also in Germany, Austria, and South Africa ; while 
proposals with the' object of introducing the system 
have been made in Great Britain and other countries. 
In New South Wales the principle of the “ common 

1 The degree of standardisation also depends on the relation 
"between the rates fixed m the agreements and the rates actually 
paid. Often the agreed rates are minima, and most workers 
are paid at higher rates. 

2 In some countries, e g. Austria and Germany, collective 
agreements are legally binding on the parties concerned, while 
in other countries, e.g. Great Butain, they are not so. 
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rule/ 5 or extension of an agreement, was applied by 
legislation as early as 1901, and has been adopted also 
in other States, e g. South Australia and Queensland. 
In Germany the Federal Ministry of Labour may 
declare a collective agreement binding upon the whole 
of an industry within a given area, if it is of outstand- 
ing importance in that industry and area. 1 This 
system appears to have worked successfully, a large 
number of collective agreements having been declared 
of general application. Certain groups of workers, 
especially miners, have raised objections on the 
grounds that unorgamsed workers make no con- 
tribution to the Trade Unions, the members of which 
are fighting for benefits which accrue, not only to 
themselves, but also to those who have taken no part 
in the struggle. 2 

In Austria the Conciliation Boards set up under the 
Act of December 18th, 1919, may declare a collective 
agreement which has acquired dominant importance 
“to be binding as a whole or as regards particular 

1 This power was conferred by Section 2 of the Order, 
dated December 23rd, 1918, relating to collective agreements, 
committees of workers and employers, and conciliation m 
labour disputes. Such a declaration can be made only on the 
request of the signatory parties or of any organisation whose 
members would be affected. The Ministry of Labour is quite 
free to accede to, or refuse, the request. For the text of the 
Order see Bulletin des Intemationalen Arbeitsamts (German 
edition), vol. XVII, page 182. 

2 International Labour Review, October 1922, “ The Law 
of Collective Bargaimng m Germany,” by Dr. Fritz Sitzler. 
Little information is available for other countries as to the 
results of applying the “ common rule.” 
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provisions, even outside its field of operation, in respect 
of conditions of work fundamentally similar to those 
regulated by the collective agreement. 55 1 When such 
a declaration has been made, individual agreements 
shall be valid only if they are more favourable to the 
worker than the provisions made general by the 
declaration. However, if collective agreements not 
in conformity with the provisions of a declaration are 
concluded, they shall prevail over the declaration. 

Somewhat similarly in South Africa, in the Act 
passed in 1924, providing for the prevention and 
settlement of industrial disputes by the creation of 
Joint Industrial Councils or of Conciliation Boards, it 
is stipulated that, where an Industrial Council or 
Conciliation Board lays down conditions for part of 
an industry, the Minister of Mines and Industries 
may, if he is satisfied that the parties on the Council 
or Board are sufficiently representative of the industry 
concerned, extend the finding to the whole industry. 2 

In Great Britain certain proposals for the generalisa- 
tion of collective agreements have been discussed, 
but so far they have received no application. The 
first proposal on these lines was that made by the 

1 International Labour Office, Geneva, Legislative Series, 
1920, Aus. 22, Act of December 18th, 1919, respecting the 
establishment of Conciliation Boards and respecting collective 
agreements. The Commissions set up under the Austrian 
Homework Act of December 1918 have also power to extend 
the sphere of operation of a collective agreement. 

2 International Labour Office, Industrial and Labour 
Information , vol. X, No. 13. The Act covers all industries, 
trades, and undertakings, except agriculture and farming. 
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Industrial Council set up after the coal strike in 1911. 
It was discussed by the Trade Union Congress, and 
rejected, largely owing to the opposition of the stronger 
unions. A second proposal was that embodied in a 
Bill called the “ Industrial Councils Bill, 1923,” the 
object of which was to give the Minister of Labour 
power to make binding upon the whole of any industry, 
on application by the Joint Industrial Council con- 
cerned, any wages awards or agreements as to hours 
and conditions made or confirmed by such Councils. 
With a view to safeguarding the rights of minorities, 
the Bill provided that not only must any such appli- 
cation be approved by the majority of each side of 
the Council, but where 10 per cent, of the industry 
object to the proposal, that 10 per cent, minority 
shall have the right to appeal to an independent 
tribunal. No progress has been made with the 
proposal. However, since the war, Trade Union 
opinion in Great Britain appears to be more favourable 
to the system. 

The system of extending the provisions of collec- 
tive agreements has the advantage that no elaborate 
or costly machinery for fixing wages need be set up ; 
also, since a large number of employers and workers in 
the industry have already voluntarily agreed to the 
wage rates, their extension to the remainder of the 
industry should cause little difficulty. Again, by 
this system the wages of different categories of workers 
with various degrees of skill may be readily fixed. 
On the other hand, the system suffers from the defect 
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that the wage rate fixed by an agreement, especially 
where the workers 5 unions are weak, may be inadequate 
if considered in relation to the capacity of industry 
in general to pay. Also, as indicated above, the system 
may be opposed by Trade Unions on the ground that 
since workers who are not members of a union may, 
without effort on their part, benefit from the struggle 
of others, they will feel no necessity to join a workers’ 
organisation, while those who are members may be 
tempted to withdraw. In Great Britain the more 
powerful unions feared, at least before the war, that 
the adoption of the system would tend towards the 
introduction of compulsory arbitiation, to which 
they were strongly opposed . 1 

The advantages of the system, however, outweigh 
the disadvantages. The danger to Trade Unionism 
does not seem serious, and is more than balanced by 
compensating gains. Competition of employers not 
covered by an agreement and paying less than the 
agreed rates often endangers the maintenance of those 
rates. Also, attempts by Trade Unions to increase 
wages are rendered difficult if there exists a consider- 
able volume of labour working at less than the agreed 
rates. The generalisation of agreed rates, by prevent- 
ing undercutting, is of advantage to organisations 
both of employers and workers. 

The system may be regarded as of value to supple- 

1 See an article by J. J. Mallon, ct The Collapse of Wages. 
Is State Regulation Desirable ? ” published m the Manchester 
Guardian Commercial , Reconstruction m Europe Series, 
Section 9. 
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ment State machinery for fixing minimum wages for 
the lowest paid groups of workers. By such machinery 
a basis is given to the wage system, but the super- 
structure includes rates for unskilled workers at a 
higher level than the minimum, and also rates for 
skilled workers of various grades. In certain indus- 
tries it may be convenient to use minimum wage 
machinery to fix these higher rates. In others they 
may well be left, as a general rule, to the ordinary 
processes of collective bargaining, but ■where a collec- 
tive agreement is of predominant importance in any 
industry the extension of its provisions to the whole 
of the industry may, m some cases, be desirable. 
Such an extension, by bringing the minority of an 
industry into line with the majority, would result 
in an increase in the standardisation of wage rates. 

The above survey of methods of fixing minimum 
wages leads to the conclusion that the most satisfactory 
system may be that of the Central Commission. When 
fixing rates for any industry the Commission secures 
the advice of a representative board or conference 
of employers and workers. Greater co-ordination 
between rates in different industries is possible than 
under the Trade Boards system. If conditions justify 
such a course, the Commission may make periodic 
declarations of minimum rates of general application. 
If such general declarations are made, the Commission 
may also fix higher rates for various categories of 
workers in industries where regulation is not effected 
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satisfactorily by collective agreement. In countries 
which, have adopted compulsory arbitration there is 
a tendency for a single central body to declare basic 
minima, and also to make awards in cases of dispute. 
It is a convenient practice thus to combine the functions 
of a Central Commission with those of an Arbitration 
Court. In certain cases a Central Commission or 
other authority may find it desirable to take a collec- 
tive agreement which covers some of the employers 
and workers in a trade and extend its provisions to 
the whole of the industry. 



CHAPTER tl 

METHODS OF ENFORCEMENT 


The fixing of legal minimum rates of wages involves 
the adoption of some method of ensuring that these 
rates are actually paid. This necessitates a system 
of discovering cases of non-observance ; also penalties 
must be imposed for non-compliance. Often methods 
of evasion, including collusion between employer and 
worker, render difficult the task of discovering 
defaulters Miss Sells, in her book The British Trade 
Boards System^ instances (p. 42) collusion between 
workers and employers in the chain trade at Cradley 
Heath, whereby the worker “gives overweight of 
chain, i.e. more than a hundredweight for the rate 
of a hundredweight, or returns part of his earnings 
in the form of a rebate.” Experience in different 
countries shows that evasion and collusion are par- 
ticularly widespread during periods of trade depression. 


Discovery of Defaulters. 

For reporting cases of non-compliance it might be 
thought adequate if the workers themselves undertook 
such notification. The workers are acquainted with 
the rates of wages to which they are entitled, as 
minimum wage laws generally provide that employers 
shall post, in prominent places in the workshops, or 
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in places where work is given out, schedules showing 
the minimum rates in force. Failure on the part 
of employers to post the schedules is generally punish- 
able by fine. Frequently, however, workers are afraid 
to report their employers, as this might involve sub- 
sequent discrimination against them. A number of 
minimum wage laws provide for protection from 
dismissal or other discrimination against workers who 
give evidence of non-compliance on the part of their 
employers ; discrimination is usually punishable by 
fine. Such protection is necessary, but, nevertheless, 
enforcement of minimum rates solely by the action 
of individual workers would hardly give satisfactory 
results. 

Action for enforcing payment of the rates may be 
taken by representatives of workers 5 organisations, 
by employers, or by employers 5 associations. 1 Thus 
in the Third Annual Report of the Ontario Minimum 
Wage Board , 1923 (p. 17), it is stated that “ Many 
of the complaints come directly from employees ; 
others from their relatives or friends ; others from 
Trades and Labour Councils ; others from social 
workers, clergymen, or officials of the women’s 
organisations. A number have come from employers. 
Members of both the Provincial and Dominion Parlia- 
ments have forwarded complaints. 55 In all countries 
complaints received from such sources are valuable 

1 Mr. R. H. Tawney, in Minimum Bates ,m the Chain : making 
Industry , describes (p. 127) how the Trade Union had established 
a fairly elaborate system for detecting cases of underpayment. 
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means of discovering cases of non-observance. How- 
ever, some more systematic method is required. 
Usually this is provided by the appointment of 
Government inspectors. Special inspectors may be 
appointed to enforce minimum wage orders, or this 
work may be undertaken by ordinary factory 
inspectors In certain countries which have adopted 
the Central Commission system of fixing minimum 
wages, e.g. in some of the Provinces of Canada, 
special inspectors are appointed by the body which fixes 
the rates Where the Trade Board system has been 
adopted, uniformity of enforcement can be ensured only 
if the task is undertaken by a central authority, 
and not separately by each Board. In Great Britain 
special inspectors of the Ministry of Labour undertake 
the task of enforcement. In Victoria the task forms 
part of the duties of the factory inspectorate. 

Employers are required to keep registers showing 
the names of all workers in their employ who are 
covered by the minimum wage law, together with 
adequate records of the wages paid. These records 
are open to examination by inspectors. Failure to 
keep satisfactory records, or to submit them to 
inspection when required, generally involves liability 
to fine. 

If enforcement is to be secured, the system of 
inspection must be adequate. In some countries 
complaints have been made that the inspectorate is 
too small to ensure observance of the law. Such 
complaints have been made in Great Britain. In 1922, 
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when the number of inspectors was 36, the Cave 
Committee stated: <c It is universally admitted that 
it is wholly impossible for this small number of officers 
to make inspections adequate for securing the Acts, 
and much evasion is said to take place 55 At the end 



Year Ending December 31st 


1923 

1924 

1925 

Number of establishments 
on Trade Board lists 
on December 31st . . 

180,641 

171,540 

155,350 

Inspections — 

On complaint . . 

1,091 

1,717 

2,646 

Routine. . 

2,695 

3,369 1 

7,312 1 

Total 

3,786 

5,076 

9,938 8 

Number of workers within 
scope of Trade Boards 
Acts m establishments 
inspected — 

On complaint 

30,545 

43,641 

53,730 

Routine . . . . 

35,513 

45,065 

57,636 

Total 

66,058 

88,706 

111,366 


of 1923 the number of inspectors had been increased 
to 40, and during 1924 sanction was obtained for a 
permanent inspectorate of 60. At the end of 1925, 
59 inspectors had been appointed and taken up work. 

1 Of these a certain number were made as a result of general 
complaints against districts or groups of employers. 

2 Of these 6,550 were m establishments employing under 
6 workers, 2,351 m establishments with 6-20 workers, 872 
m establishments with 21-100 workers, and 185 m establish- 
ments with over 100 workers. 
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Nevertheless the number of establishments inspected 
during 1925 formed less than 6|- per cent, of the total 
number covered by the Acts. The table opposite shows 
the number of inspections made under the Trade 
Boards Acts during 1923, 1924, and 1925, It also 
indicates the importance of complaints made against 
defaulters as compared with routine inspections. 1 

Penalties for Underpayment, 

Two main types of penalty have been adopted, that 
of publicity and that of fines. Publicity as sole 
weapon has been tried only in Massachusetts, and the 
law of this State has attracted considerable attention 
on account of its unique character. Power is given 
to the wage-fixing authority to publish the names of 
employers whom it finds to be following or refusing 
to follow its wage recommendations. 2 During the 
early years of the law’s operation, “ white ” lists of 
employers who paid the wage rates w r ere sometimes 
published. Later, “ black ” lists of defaulters were 
published. 3 A section of the law provided that any 
newspaper refusing or neglecting to publish such a 
list of names, on payment of its regular rate for the 
space taken, would be liable to a fine. The con- 
stitutionality of this provision was challenged by the 

1 Report of the Ministry of Labour for the Years 1923 and 
1924 (Cd. 2481), and/or the Year 1925 (Cd. 2736). 

2 Failure of employers to post minimum wage decrees, to 
keep adequate wage records, or to submit such records to 
inspection is punishable by fine. 

3 Monthly Labor Review , August 1924, p. 294. 

M 
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Boston Transcript Company, which had been fined 
for refusing to publish a cc black ” list. The Supreme 
Court of the State, to wdiich the case was carried, gave 
its decision in 1924 in favour of the Company. 1 Thus 
the power to secure observance by means of the weapon 
of publicity has been somewhat impaired. Now, the 
only penalty for non-payment of the minimum rates 
is advertisement in such newspapers as are willing 
to publish lists, or in bulletins issued by the wage- 
fixing authority. 

Although the great majority of employers in Mas- 
sachusetts in occupations for which wages have been 
fixed have paid the rates recommended, the number 
of cases of non-compliance has been considerable. 
There was an important increase in non-observance 
after 1920, when prices ceased to rise. As is indicated 
in the Reports of the Division of Minimum Wages of 
the Department of Labor and Industries , the rising 
price-level during the period 1915 to 1920 facilitated 
a high degree of observance, whereas the break in prices 
in 1920 rendered enforcement difficult. In 1922 the 
number of cases of non-compliance in twelve industries 
was 5,675. More than 13 per cent, of women in the 
firms inspected were receiving less than the decreed 
minima. 2 It thus appears that the penalty of publicity 
is inadequate. Also the pressure of public opinion or 

1 Monthly Labor Review , August 1924, pp. 174-5. 

2 Figures from the American Economic Review , March 1924, 
p. 39, “A Recommendatory Minimum Wage Law : the first 
decade of the Massachusetts Experiment/’ by Arthur Fletcher 
Lucas. 



METHODS OF ENFORCEMENT 


179 


of any boycott which the publication of a “ black 55 
list might stimulate bears unequally on different 
industries and occupations. Where the good will of 
a firm is important, and where the employees are in 
direct contact with the consuming public, the penalty 
is severe. Where the work is done through middlemen, 
publicity may have little effect. Thus the 1921 Report 
of the Minimum Wage Division indicated that the 
penalty of publicity had proved unsatisfactory in the 
case of workers engaged in cleaning offices and other 
buildings. 

The Massachusetts law has certainly led to an 
improvement in the conditions of women workers, 
but the improvement appears to have been due more 
to the willingness of many employers to co-operate 
than to fear of the penalty. Against employers un- 
willing to co-operate a more severe penalty than 
publicity is necessary, especially as failure of some 
establishments to pay the minima may lead others, 
through fear of competition, to reduce their rates 
below the minima. In view of these considerations 
the Massachusetts wage-fixing authority has en- 
deavoured to secure an amendment of the law in order 
that contraventions would involve liability to fine. 
The State Legislature has not, however, made any 
change in this sense. 1 

- 1 The Special Committee appointed by the Massachusetts 

Legislature m 1922 to examine the working of the minimum 
wage law recommended that the law should be continued in 
its present form for a further period. ( Monthly Labor Review, 
April 1923.) 
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In almost all States except Massachusetts failure 
to pay the mimimum wages fixed is punishable by 
fine. 1 In most cases also employers may be ordered 
to pay any balance of wages due to their workers, and 
the costs of the legal proceedings involved. However, 
although non-observance of minimum wage orders is 
almost universally punishable by fine, in most countries 
a policy of friendly adjustment is adopted, as far as 
possible, instead of prosecuting each employer who 
has paid wages below those fixed in the orders. 
Inspectors bring pressure on employers to pay arrears 
of wages and to avoid underpayment in future. Only 
recalcitrant employers are prosecuted. In a number 
of countries, including the United States, Canada, and 
Great Britain, prosecutions are rare. In Great Britain 
during the year 1925 the number of prosecutions for 
underpayment was only 23, although the number of 
establishments from which arrears of wages were 
claimed was 2,564. 2 From 1909 to the end of 1925 
the total number of prosecutions, whether for under- 
payment or other causes, was only 184. 

1 In France no penalty is imposed for underpayment. 

2 Report of the Ministry of Labour for the Year 1925 , 
(Cd. 2736), London, 1926. 
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INTERNATIONAL ACTION 

lx previous chapters attention has been directed 
solely to the fixing of minimum rates within any given 
country. International aspects of the problem are 
considered in the present chapter. Progress in the 
prevention of sweating and in raising the minimum 
standard of living of workers in some countries may 
be retarded, as a result of international competition, 
if similar advances are not made in other countries. 
This was recognised by the authors of the Treaty of 
Versailles. In Part XIII of the Treaty it is stated 
that the failure of any nation to secure to its workers 
an adequate living wage and other humane conditions 
of labour <c is an obstacle in the way of other nations 
which desire to improve conditions in their own 
countries.” 

The competition of countries with lower standards 
has forced attention in advanced countries to the 
problem of protecting their higher labour standards. 
Also there is a desire to safeguard workers in backward 
countries against exploitation and misery. The main 
purpose of the present chapter is to indicate how these 
objects may be attained. 

As a means of protecting the standards of one 
country against the lower standards of others the 
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erection of a tariff barrier is sometimes proposed . 1 
The case in favour of tariffs to protect the industries 
of any country generally includes the argument that its 
workers will be safeguarded against the competition of 
workers in countries with lower standards of labour. A 
general discussion of the advantages and disadvantages 
of protective tariffs is outside the scope of the present 
volume. On the special question of labour standards, 
tariffs may protect workers producing for the home 
market. To workers producing for foreign markets 
they are valueless as a safeguard against lower standards 
of labour conditions abroad. 

a Another proposal is for an international boycott to 
be organised against goods produced under “ sweated 55 
conditions . 2 A minimum standard of labour conditions 
would be established, and countries which were parties 
to the agreement would refuse to import goods pro- 
duced under a lower standard. Evidently this plan 
might be applied with effect if such difficulties could 
be overcome as defining the minimum standard, 
securing satisfactory evidence that goods were being 

1 For example, the Austrian Chamber of Deputies, in 1924, 
passed a resolution by which import duties on goods from 
States whose hours of labour were considerably in excess of 
the standard set by the Washington Convention of 1919 could 
be increased by an amount not exceeding one-third. No 
action seems to have been taken to give effect to this resolution. 

2 This proposal is made m the Interim Keport of the 
Sweated Goods Committee appointed by the Executive 
Committee of the Butish Parliamentary Labour Party. See 
Sweated Imports and Internahonal Labour Standards , published 
by the Labour Party, 1925. 
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produced at a lower standard, and finding an adequate 
number of countries to enforce the boycott. An inter- 
national boycott is, however, an entreme measure 
which could rarely be applied. 

Tariffs and boycotts are negative in character. On 
the positive side is action to secure greater standardisa- 
tion of labour conditions in different countries. This 
method has received increased attention during recent 
years. A number of international organisations of 
workers have recognised its value.' For example, the 
Committee of the International Miners' Federation, 
at a meeting held in Brussels in April 1925, considermg 
that competition and commercial rivalry in the inter- 
national coal market is more acute and embittered by 
reason of differences in the working conditions existing 
in the principal coal-producing countries, decided that 
efforts should be made to secure the standardisation 
of miners' working conditions on an international 
basis. The most potent instrument, however, for 
increasing the standardisation of labour conditions in 
different countries, and thus diminishing unfair com- 
petition resulting from unduly low standards in certain 
countries, is the International Labour Organisation. 
The activities of this organisation, in co-ordinating 
the labour legislation of different States, provide a 
means for greater international uniformity, and for 
attempting to secure that progress in improving labour 
conditions in some countries shall not be retarded by 
other nations lagging behind. 
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Action by the International Labour 
Organisation. 

Considerable progress has already been made by the 
International Labour Organisation in certain fields of 
labour legislation. In the case of minimum wages 
the Organisation, recognising the difficulties involved, 
has moved cautiously. In 1921 the Governing Body 
of the International Labour Office r decided, on the pro- 
posal of Sir Malcolm Delevigne, the British Govern- 
ment Delegate, that the Office should undertake a 
documentary enquiry into the systems instituted by 
legislation in the different countries for regulating 
wages, more especially in industries in which the 
workers have little or no organisation, together with 
the results achieved. To give effect to this decision 
investigations were conducted into the minimum wage 
systems of countries in which developments were 
greatest. 1 

The favourable experience of these countries seemed 
to justify a consideration of the subject by the Inter- 
national Labour Conference, with a view to the adoption 
of a Draft Convention or Recommendation. Conse- 
quently, in January 1926, on the proposal of Mr. 
Humbert Wolfe, British Government Delegate, the 
Governing Body agreed to place the following item 
on the agenda of the 1927 Conference : — 

Minimum wage fixing machinery m trades m which 
organisation of employers and workers is defective, and 

1 The results of these investigations were published m a 
series of articles in the International Labour Review, 
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where wages are exceptionally low, with special reference 
to the home working trades 1 

In placing this subject on the agenda the purpose 
is the adoption of a Draft Convention or Recommen- 
dation inviting each Government to set up machinery 
for fixing minimum wages in certain trades. There 
is no intention of attempting to estabhsh an inter- 
national minimum wage. This is in conformity with 
the principles laid down in the Peace Treaty to guide 
the policy of the International Labour Organisation. 
The principles include “ payment to the employed of 
a wage adequate to maintain a reasonable standard 
of life as this is understood in their time and country.” 
It has been seen that the amount necessary to main- 
tain a reasonable standard of life varies from one 
country to another. The Conference would, therefore, 
merely indicate the main features of the system, and 
machinery set up in each country would fix minimum 
rates according to the special circumstances of the 
time and country. The general view of the Governing 
Body appears to be that States should not interfere 
in 4he regulation of wages if there is a reasonable 
chance that employers and workers can effect such 
regulation for themselves by collective agreement. 
Also there should be interference with freedom in 
fixing wages only to prevent hardship resulting from 
exceptionally low wages. 

1 Earlier proposals of a similar character had been post- 
poned owing to the prevalence of unstable economic conditions 
m certain countries, and also because further investigation of 
the problem was considered necessary. 



186 


A STUDY ON THE MINIMUM WAGE 


"Each country would determine for itself the indus- 
tries in which wages are unduly low, and where 
organisation among the employers and workers is 
inadequate to ensure the satisfactory regulation of 
wages by collective agreements. It follows that 
uniformity of application of the Draft Convention or 
Recommendation m different countries would be 
attained only if each country were to adopt similar 
criteria for determining the industries in which 
organisation is defective and wages unduly low. 

Organisation in any trade might be considered 
defective if less than a given proportion of all workers 
in the trade were members of a Trade Union. Another 
test is the proportion of workers covered by collective 
agreements in force. This would give a better indica- 
tion than membership of effectiveness of organisation 
in regulating conditions of labour. Wages in any trade 
might be regarded as exceptionally low if they were 
less than an agreed percentage of the average wage 
of unskilled workers in specified industries. The 
percentage and the specified industries would be , 
included in the international agreement. The estab- 
lishment and application of such criteria for determining 
defectiveness of organisation and exceptionally low 
wages would be far from easy, but to have no agreed 
criteria would almost certainly result in unequal 
application of the Draft Convention or Recommenda- 
tion in different countries. 

The adoption by the International Labour Con- 
ference of a Draft Convention or Recommendation 
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on such lines would ensure consideration of the question 
by Parliament, or other competent authority, in each 
country, and would thus provide a stimulus to the 
setting up of machinery for fixing minimum wages 1 
There is a real need for effective minimum wage 
machinery to be set up in industrial countries which 
have not yet adopted the system. These countries 
would gain by an improvement in the standard of 
living of their lowest paid groups of workers. In 
effecting this improvement they would benefit from 
the experience in administration of minimum wage 
legislation in countries which have been pioneers of 
the system. The pioneer countries would themselves 
benefit from the protection which the general establish- 
ment of minimum wage fixing machinery would 
provide, by the removal of unfair competition of low- 
paid labour in other countries. 

It would be desirable that each country which applied 
the minimum wage Convention or Recommendation 
should publish information ' showing the trades for 
which minimum wages were regulated and the rates 
fixed. This, together with information regarding 
enforcement, would provide a basis for determining 
effectiveness of application. 

1 By Article 405 of the Treaty of Versailles, States which 
are members of the International Labour Organisation under- 
take to bring Recommendations or Draft Conventions before 
the competent authority within a period generally of one 
year from the termination of the Conference at which they 
were adopted. The competent authority m any country is 
free either to give effect to such Recommendations or Draft 
Conventions, or to reject them. 
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Is ay International Minimum Wage Practicable ? 

It has been seen that any action which the Inter- 
national Labour Organisation is likely to take in the 
early future with regard to the minimum wage question 
will not aim at uniformity of rates. This is in keeping 
with the intention of the authors of the labour pro- 
visions of the Peace Treaty. They recognised that in 
applying various principles of labour legislation cc dif- 
ferences of climate, habits, and customs, of economic 
opportunity and industrial tradition, make strict 
uniformity in the conditions of labour difficult of 
immediate attainment.” 

With regard to some conditions of labour uniform 
international standards may readily be adopted. 
Thus rights of association may be secured, child labour 
and night work of women may be abolished, and a 
weekly rest of at least twenty-four hours estabhshed for 
all workers. In the case of minimum wages there is 
no possibility of an early estabhshment of international 
uniformity. This is evident from the figures given 
in the table opposite. They are index numbers of real 
wages calculated by comparing the purchasing power 
of wages in different cities over certain food budgets 
representative of the consumption of workers in 
different countries, allowance being made for rent. 
As no account is taken of expenditure on clothing, 
fuel, fight, and various other items of importance in 
the consumption of the workers, the index numbers 
imperfectly represent the relative levels of real 
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wages. They do, however, indicate how considerable 
are the differences. For example, the index number 
for Philadelphia is about 70 per cent higher than that 
for London, and more than three times that for Vienna. 


Index Numbers oe Comparative Real Wages in Various 
Cities at the Beginning of April 1926. 1 

(Base : London = 100). 


City. 

Index 

Number 

City. 


Index 

Number. 

Philadelphia . . 

168 

Stockholm 


85 

Ottawa 

143 

Berlin . . 


66 

Sydney 

130 

Pans 


61 

London 

100 

Prague . . 


58 

Oslo 

100 1 2 

Brussels 


56 

Amsterdam 

88 

Vienna . . 


50 


1 International Labour Review , July 1926. The figures 
cover typical categories of workers m the building, metal, 
furniture -making, printing and bookbmding industries. The 
data on which the index numbers are based are wages for a 
week of forty-eight hours at ordinary time rates. The method 
of calculation is described m detail m the International Labour 
Review for October 1924 and subsequent numbers. The 
figures show similar results to those calculated by the British 
Ministry of Labour and published m the Labour Gazette from 
July 1923 to June 1924. 

It should be noted that the index numbers do not show 
differences m the general level of wages, even in the cities 
included, being based on the wages of a few categories of 
workers only. They are still less representative of differences 
in the levels of real wages m the various countries. They 
serve, however, as a rough indication of the relative levels 
of real wages of adult male workers m certain occupations and 
cities m different countries. 

2 The figure for Oslo is exceptionally high as a result of a 
rise m the value of the Norwegian crown. 
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The range would be even greater if similar statistics 
were available also for countries such as India and 
China. 

Some of the differences shown in the table on 
page 189 may be due to factors of a temporary char- 
acter. For example, real wages in certain Central 
European countries are lower relatively to those in 
other countries at the present time than they were 
before the war, but there are indications that they 
are likely to rise again to a level nearer to that in 
Western European and Scandinavian countries. 1 
Other differences, however, appear to be due to causes 
of a more permanent character, e.g. the effects of 
variations in climate, in economic resources, in 
physiological requirements, and in efficiency. These 
factors are reflected in total output, and in the long 
run a country can consume only that which it produces, 
no more, no less. The more permanent inequalities 
imply that international uniformity of minimum wages 
is quite impracticable. 2 If the minimum wage were 
based on conditions in countries in which wages are 
lowest, it would be valueless for countries with higher 

1 According to calculations made before the war by the 
British Board of Trade, the relation between real wages in 
England and Germany was 100 : 73. 

2 A case might be made out for equality of piece rates of 
wages in various countries, although inequalities in efficiency 
would mean that earnings would differ. It would be neces- 
sary, however, to take account of differences m machinery 
and conditions of work in various countries, as equality of 
piece rates is justifiable only if methods of production are 
similar. 
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standards ; on the other hand, it would be impossible 
to apply in backward countries the wage standards 
of the leading industrial States 
Nor is the adoption of an international minimum 
wage necessary to adjust conditions of international 
competition. Real wages in the United States, for 
example, are considerably higher than in Germany, 
and international trade is already largely adjusted to 
these differences. If, by the application of minimum 
wage machinery, the wages of the lowest paid groups 
of workers in both countries are raised simultaneously 
by, say, 10 per cent., there will be little or no change 
in the relative power of the two countries in the 
international market. If, however, one country fails 
4o advance at about the same rate as the other, the 
balance may be disturbed, and social progress in the 
second country hindered by the increased competitive 
power of the first. The establishment in all countries 
of effective minimum wage fixing machinery, on the 
lines indicated in the preceding section, would remove 
this danger by securing to the lowest paid groups of 
workers a wage not unduly low in relation to the 
general standard of each country. 

The standards of different countries are, however, 
continually changing, and, with the development of 
international trade, increased mobility of labour, and 
the extension of advanced methods of production to 
hitherto backward countries, the tendency is in the 
direction of less inequalities. Western countries will 
not be able to maintain permanently their present 
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relative advantages. There is no reason why Western 
standards should fall, or why, if the progress of 
industrial development continues, those standards 
should not rise, but the rise in so-called backward 
countries is likely to be relatively greater. 

The tendency is, therefore, for real wages to be 
less unequal in the future, though even in the distant 
future, a uniform minimum wage, apphcable in all 
countries, is improbable. It may be possible, however, 
for agreements to be reached by groups of nations in 
which economic conditions are similar for the adoption 
of a common standard or standards. Such possible 
developments are foreshadowed to some extent by 
the similarity of minimum rates fixed m various States 
in the United States, in Australia, and in Canadian 
Provinces . 1 There are certain groups of countries in 
which economic conditions are at least as similar as 
those in different parts of Canada, Australia, or the 
United States, and in the future it may be feasible 
for agreement on common standards of minimum wages 
to be reached between countries in such groups. In 
the case of countries with different wage standards 
agreement might be reached for the minimum wage 
in each country to be fixed at a given proportion of 
the average wage of unskilled workers in specified 
industries. International agreement would determine 

1 In Canada proposals have been made for an inter- 
pro vmcial conference with the object of securing the adoption 
of more uniform minimum wage machinery m the different 
Provinces. A further development might be agreement on 
uniform minimum wages. 
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the industries to be included when calculating the 
average wage of unskilled workers in each country, 
and the percentage below this average at which the 
minimum should be fixed. The minimum in any 
country would be determined according to its own 
standards. 
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